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THE SECURITY PACT 


INCE the appearance of the last issue of Tue Rounp 

Tase the text of the German proposals for a Rhine- 
land Pact, made on February 9, 1925, and of the notes 
which have since passed between Paris, London and 
Berlin thereon have been published. ‘The scheme has 
not as yet taken shape in any published draft. But the 
correspondence which has already passed sets forth, in out- 
line, a proposal of vast significance both to the future of 
the British Commonwealth and to the peace of Europe. 
That proposal has grown into something a great deal more 
ambitious than the original idea that Germany, France, 
Great Britain and Belgium should jointly renounce for 
ever any intention of seeking an alteration in the Franco- 
German frontiers as determined by the 1919 Treaties of 
Peace. They require, therefore, the most careful scrutiny, 
not only by the people of Great Britain, who are most 
immediately affected, but by the peoples of the Dominions 
as well. 


I. Tue Ancio-Frencu NEGOTIATIONS 


HE actual genesis of the proposal for a Rhineland 
security pact is obscure. It came to the front shortly 
after the decision of the British Government to reject the 
draft Geneva Protocol became known. Mr. Chamberlain 
was said at that time to be convinced that the rejection 
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could not stand by itself and that some alternative must 
be found. He was also said to have recommended that the 
original treaty of guarantee to France against unprovoked 
aggression by Germany should be revived by Great Britain 
alone. This idea, however, was rejected by the Cabinet, 
on the ground that any new treaty must be acceptable to 
Germany as well as to France, but the news that it had 
been proposed seems to have alarmed the German Govern- 
ment, and to have caused them to take the initiative in 
suggesting a security pact. 

The negotiations opened with the presentation in Paris 
of a note from Germany on February 9, 1925, discussing in 
the vaguest terms “the various forms which a pact of 
security might at present take.” It outlined two possible 
methods :— 


Germany could, for example, declare her acceptance of a pact by 
virtue of which the Powers interested in the Rhine—above all, 
England, France, Italy and Germany—entered into a solemn 
obligation for a lengthy period . . . not to wage war against a 
contracting State. A comprehensive arbitration treaty, such as has 
been concluded in recent years between different European countries, 
could be amalgamated with such a pact. 


The note then went on to say :— 


Furthermore, a pact expressly guaranteeing the present territorial 
status on the Rhine would also be acceptable to Germany. The 
purport of such a pact could be, for instance, that the interested 
States bound themselves reciprocally to observe the inviolability of 
the present territorial status on the Rhine; that they furthermore, 
both jointly and individually, guaranteed the fulfilment of this obliga- 
tion. ... In the same sense, the treaty States could guarantee in this 
pact the fulfilment of the obligation to demilitarise the Rhineland 
which Germany has undertaken in Articles 42 and 43 of the Treaty 
of Versailles. 


The presentation of this note by Germany was followed 
by a lengthy exchange of views between M. Briand and Mr. 
Chamberlain, of which it is only necessary to summarise 
the most important points. The French Government, in a 
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draft reply to Germany, declared that the pact proposals 
could only go through as and when Germany joined the 
League of Nations and assumed its obligations. To this 
Mr. Chamberlain assented. It further declared that no 
security pact could involve or imply any modification of 
the peace treaties or of the clauses of the Treaty of Ver- 
sailles relating to the occupation of the Rhineland. To this 
Mr. Chamberlain also agreed. Then came a more con- 
tentious point. M. Briand was prepared to enter into 
arbitration treaties guaranteeing “a peaceful settlement 
of juridical and political conflicts,’ but declared that 
such treaties must “apply to all disputes of whatever nature 
and should not leave room for coercive action save in case 
of failure to observe the provisions of the treaties and 
agreements contemplated.” By this he meant that France 
reserved the right to take independent coercive action to 
compel observance by Germany of the Treaty of Versailles 
and of any arbitration treaties which might be signed 
between Germany, Poland and Czecho-Slovakia. 

To this declaration Mr. Chamberlain made two answers. 
He first enquired what France meant by “ arbitration.” 
Did it, for instance, mean a purely juridical procedure to 
the exclusion of the procedure laid down in the Covenant 
of the League? Or did “ arbitration ” include “ concilia- 
tion ” and the general procedure of the League? To this 
enquiry M. Briand replied vaguely that he used the word 
in the most general sense and that its definition must await 
the development of the negotiations. Mr. Chamberlain’s 


second answer raised a much more fundamental issue. He 
said that 


the basic principle . . . by which His Majesty’s Government 
are guided in their approach to the matter now under discussion is, 
and must be, that any new obligation which they undertake shall 
be specific and limited to the maintenance of the existing territorial 
arrangement on the western frontier of Germany. His Majesty’s 
Government are not prepared to assume fresh obligations elsewhere 
in addition to those already devolving upon them as signatories of the 
Covenant of the League of Nations and of the Peace Treaties. . 
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Nevertheless (he went on), though His Majesty’s Government 
are not prepared to go so far as the French Government suggest, yet 
they are prepared in principle (and, of course, subject to a careful 
examination of the actual terms ultimately proposed) to give a 
guarantee, flowing logically from the territorial guarantee of the 
Rhineland, of arbitration treaties which may be concluded between 
Germany and her western neighbours, signatories of the pact. 
The type of guarantee which they have in mind would operate in 
the event of a failure on the part of one of the parties to refer a dis- 
pute to arbitration (using the term in its widest sense to cover both 
judicial awards and conciliation tribunals) or to carry out an award, 
if such failure were coupled with a resort to hostilities. The guaran- 
tee would be, so to speak, defensive; it would not entail upon 
His Majesty’s Government—as they conceive it—any obligation to 
resort to force elsewhere than in the areas covered by the proposed 
Rhineland Pact ; and would not operate in any event in favour of the 
party which had refused arbitration or had refused to give effect to an 
arbitral award. 


In response to this declaration by the British Govern- 
ment that it would confine its obligations strictly to 
Western Europe, M. Briand replied that the French 
Government felt it impossible to limit the pact, so far 


as they were concerned, in the same way. 


They consider it essential to preserve their liberty to go to the 
assistance of States to which they deem it necessary to grant their 
guarantee without it being possible for the provisions of the pro- 
posed Rhineland Pact to block their way and thus to be turned 
against them. 


He felt that it was of “capital importance ” to make 
this clear as it was an “ essential condition ” of the pro- 
posed pact, and France intended to reserve her right of 
action in the case of a violation of an essential arbitration 
treaty between Germany and Poland, or Germany and 
Czecho-Slovakia. On June 8, after a conversation at 
Geneva, Mr. Chamberlain yielded this claim in the following 
terms : 


The French Government are right in assuming that His Majesty’s 
Government recognise that the proposed Rhineland Pact cannot 
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operate as a barrier to prevent France from taking action in con- 
formity with such guarantees as she may have given to arbitration 
treaties between Germany and Germany’s neighbours, and they 
therefore concur in section IV of the proposed reply as at present 
drafted. His Majesty’s Government, in fact, regard this pro- 
position as self-evident and as applicable equally to all States sig- 
natory of the proposed pact. It is one to which, if rightly under- 
stood, there should be no difficulty in obtaining the ready assent 
of any of the parties concerned, for it is a particular applica- 
tion of the general theory which, in the interests of all the 
parties, must be at the base of the mutual settlement now in 
contemplation. It would clearly be inequitable that the proposed 
Rhineland Pact should in any circumstances operate in favour of 
any signatory Power which subsequently broke the treaty obligations 
into which it had entered. The pact and its cognate agreements 
must necessarily be so drafted that, on the one hand, they will give 
the fullest possible security to all the Powers concerned so long as 
they abide by their treaty undertakings, and that, on the other 
hand, they cannot be invoked by a guilty Power to protect it from 
the consequences of a wilful breach of its treaty obligations. 


The first stage of the negotiations, therefore, ended in 
an agreement between France and Great Britain upon a 
reply to the German note of February, which was dated 
June 16, and which declared that it welcomed a Rhineland 
pact, but that such a pact must be dependent upon four 
conditions. The first was that Germany should join the 
League without any reservations; the second was that 
the new pact should not in any way invalidate or weaken 
the provisions of the Peace Treaties ; the third was that 
arbitration treaties covering all disputes between Germany 
and her neighbours, East and West, should be part of the 
pact, which arbitration treaties were to be guaranteed by 
Great Britain so far as they related to the West, and by 
France so far as they related to the East ; the fourth was 
that the pact did not diminish the right of the signatories 
to take action to compel observance of existing treaties. 
In recommending this broad proposal to the favourable 
consideration of the House of Commons on June 24, Mr. 
Chamberlain said that the British Government hold that 
*‘ in those cases and among those nations where the danger 
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is greatest and trouble has most often arisen, the Covenant 
shall be reinforced and underpinned . . . by mutual guaran- 
tees and treaties of arbitration.” “Our obligations,” he 
went on, “ are strictly and definitely limited to the frontier 
between Germany on the one side and France and Belgium 
on the other,” “ our guarantees of that frontier cannot be 
invoked by a wrong-doer to shield him in his wrong doing,”’ 
and “ our guarantee becomes effective only—and in this case 
becomes immediately effective—if in defiance of the treaties 
of arbitration and of the obligations of the Covenant the 
wrong-doer resorts to force.” 


II. Tue German ReEpty 


HE German reply was dated July 20. It did not 
discuss the French note in detail, but confined itself 
to some general observations on three main points. The 
first section of the note said that the German note had 
not proposed any modification of existing treaties, but that 


it seemed “ self-evident that it is not meant to exclude 
for all future time the possibility of adapting existing 
treaties at the proper time to changed circumstances by way 
of peaceful agreement.” And as an illustration it gave 
the case of the clauses providing for the occupation of the 
Rhineland and pointed out that if the security pact were 
really to be a security pact it ought to make them super- 
fluous. 

The second section of the note dealt with the proposed 
arbitration treaties. It pointed out that the~ French 
proposal seemed to contemplate that arbitration should be 
obligatory on Germany in all circumstances, but that the 
allies would reserve to themselves the right to take 
coercive action, without arbitration, on their own unilateral 
discretion, in all cases relating to alleged breaches of the 
Treaty of Versailles or other treaties. In the view of the 
German Government such a one-sided arrangement would 
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be quite unacceptable and would be incompatible with the 
spirit of the Covenant of the League of Nations, which 
required that any action of a coercive nature should only 
be decided upon “ by a carefully regulated ” procedure. 

The third section of the German note dealt with the 
League. It declared that the German Government was 
willing to link the two problems of the conclusion of the 
pact and the entry of Germany into the League. In view 
of the fact, however, that Germany is “a disarmed 
country, surrounded by strong neighbours, in a central 
position, having been in history repeatedly the theatre of 
great wars,” the German Government could not accept 
the obligation under Article 16 to “ afford passage through 
their territory to the forces of any of the Members of the 
League which are co-operating to protect the covenants 
of the League.” ‘The note added that Germany could 
only be considered as being an equal Member of the 
League when her own disarmament has been followed by 
that general disarmament which was contemplated both 
in the Covenant and the Treaty of Versailles. 

Thus, the German reply, while studiously moderate in 
tone and accepting in principle the allied contention that 
the conclusion of a pact must be contingent on Germany’s 
joining the League and would involve no modification of 
the Treaty of Versailles, made it also perfectly clear that 
Germany was not prepared to conclude any arrangement 
which left France free to march at her own discretion into 
Germany to enforce the treaties, or which excluded or 
made more difficult the revision of the treaties at some 
later date, except presumably those relating to the Western 
frontiers. 
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III. Some Criticisms: THe Eastern Prosiem 


INCE this correspondence took place there have been 

discussions in London between Mr. Chamberlain and 
M. Briand on August 11 and 12, but they do not seem to 
have altered the basis of the negotiations. ‘They have 
apparently reaffirmed the necessity for Germany entering 
the League without conditions, and made it clear that the 
execution of the proposed pact must be under the super- 
vision of the League, at any rate so far as Great Britain is 
concerned. Otherwise their chief importance seems to 
have been that they have paved the way for that direct 
conference between the plenipotentiaries of the four nations 
immediately concerned, which is necessary before final 
conclusions can be reached. 

The negotiations have clearly not gone far enough to 
justify any attempt at detailed criticism. Only the general 
outline of the proposal has been blocked in, and even so 
there is still a considerable divergence of opinion 
between the principal parties as to the precise end to be 
attained. In this article, therefore, we shall confine our- 
selves to the consideration of the main problems which 
the pact must solve, if it is to be satisfactory to the British 
Commonwealth of Nations. And from this point of view 
there are two fundamental issues to be cleared up. ‘The 
first relates to the difficulty of separating the problems of 
Eastern and Western Europe, the second to the meaning 
of arbitration. 

In making his original statement to the House of Com- 
mons and also in the correspondence with M. Briand, Mr. 
Chamberlain declared that any new obligation which the 
British Government undertakes 


shall be specific and limited to the maintenance of the existing ter~ 
ritorial arrangement on the Western frontier of Germany. His 
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Majesty’s Government are not prepared to assume fresh obligations 
elsewhere in addition to those already devolving upon them as 
signatories of the Covenant of the League of Nations and of the 
Peace Treaties. 


That, indeed, is the essence of the case. There is no 
section of opinion in Great Britain or in the Dominions 
which is not determined that, in no circumstances, shall 
their country or the Empire be dragged into the political 
controversies and wars of Eastern Europe by any automatic 
process. How is that to be prevented once a Rhineland 
pact is signed ? 

Here is the difficulty. War in Europe, whether East 
or West, in modern times, is unlikely to be the outcome 
of any deliberate attempt to bring about war. Despite the 
political tension between Poland and Germany about the 
Polish corridor or Upper Silesia, the risk and cost of war 
is such that the Government of neither country is likely 
deliberately to initiate a war to attain its own ends. Hos- 
tilities in Eastern Europe are likely to commence for one 
of three reasons. War may break out as a result of a quarrel 
between Russia and one of her border States, the Baltic 
States, Poland, Rumania or Turkey, over one of the very 
difficult controversies which divide them. Hostilities 
along the Russian frontier, once begun, are extremely likely 
tospread. Or war may break out as the result of revolution 
or collapse inside one of the relatively unstable Eastern 
States. For instance, the coup d’état in Bulgaria the other 
day was not far from success. If it had succeeded, the 
new Communist Government would almost certainly 
have joined the Russian Soviet Republic and invited the 
Red army into the country. Under such circumstances, 
would it have been possible to have maintained peace in 
the Balkans ? Or war may break out as the result of raids 
and putsches engineered by reckless minorities, in the 
Polish corridor, in Transylvania, or in one of the other 
coveted territories transferred in 1919, which inflame 
passions beyond the control of Governments. 
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The greatest danger of general European war arises 
from almost accidental incidents at times when inter- 
national tension is high. Such incidents—for instance, 
the murder of the Archduke Franz Ferdinand in June 
1914—are like the fall of a single boulder which sets in 
motion an avalanche before it comes to rest. Once 
hostilities commence, from however trumpery and unfore- 
seen a cause, every nation tends to be drawn in, in self- 
defence. If war was to break out, for example, in the 
Balkans, Italy and Poland would certainly mobilise in 
self-defence, Russia and Germany would probably follow 
suit, then France, and so on, just as in 1914. A general 
war might be averted or it might ensue. But in either 
event it would not have been the deliberate policy of Ger- 
many or of France which produced the trouble. The plain 
truth is that war or crisis in any part of Europe en- 
dangers all its peoples, not because they have designs upon 
their neighbours, but because, where frontiers are con- 
tiguous, events on one side of a frontier compel counter- 
action on the other. And this is the essential fact for the 
British Commonwealth, which has not such a contiguous 
frontier, to remember. 

Supposing that a war which arises in the East of Europe 
over some purely Eastern issue does gradually engulf 
both Germany and France, where will hostilities between 
them take place? Unquestionably in the West. If the 
risk of general war became really acute, both France and 
Germany, in self-defence, would inevitably prepare to race 
for the Rhine as the great strategic feature of vital moment 
to them both. It is essential, therefore, that no pact should 
“ automatically ” involve Great Britain in war just because 
hostilities take place in the West. If Great Britain is to 
pledge herself to maintain the existing frontiers in the 
West, she must only be bound to intervene if the dispute 
concerns those frontiers. She must not be bound to go 
to war because either German or French soldiers violate 
the demilitarised zone as the outcome of disputes which 
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fundamentally relate to the European balance of power 
or to Eastern problems. 

It may be said that if France and Germany ever come to 
blows again Great Britain will be forced to intervene. 
That is not necessarily so, as was shown in the war of 1870. 
But even if it were true, there is all the difference in the 
world between a situation in which Great Britain is free 
to take such action as she may think fit in the circumstances 
of the time, and one in which her action is predetermined 
by treaty and her entry into the war can be forced upon 
her by the action of third parties. It is essential that the 
pact should be drawn in such a form that it is possible for 
an Eastern or a central European war to take place without 
Great Britain being automatically bound by treaty to take 
part in it. 

How is this to be done? It is not easy. But the differ- 
ence centres on the question of what is meant by guar- 
anteeing frontiers. The guarantee of the neutrality of 
Belgium meant that the guarantors were bound to come 
to the assistance of Belgium whenever hostile troops crossed 
her frontiers. The Franco-German frontier cannot be 
guaranteed in this way. France has already said she cannot 
undertake, never, in any circumstances, to cross that 
frontier. The guarantee to the Franco-German frontier 
ought only to imply an undertaking to maintain the per- 
manence of the frontier as a political boundary line. ‘The 
question of what is to be done if Germany commits a 
“hostile act” by entering the demilitarised zone, as is 
provided under the Treaty of Versailles, or if either side 
send their troops across the frontier as the outcome of 
some international crisis not relating to the frontiers 
themselves, must, like all other European questions, be 
dealt with under the normal procedure of the Covenant of 
the League of Nations, and must involve no “ automatic ” 
commitment of any kind. 
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IV. Tue Question oF ARBITRATION 


HE second issue which is raised by the correspondence 

relates to arbitration. It is proposed that treaties 
should be signed between Germany, France, Belgium and 
Great Britain, and also between Germany, Poland, Czecho- 
Slovakia—and possibly France—under which all questions 
which may arise between them shall be settled by arbitra- 
tion. Great Britain is to guarantee that these arbitration 
treaties shall be respected so far as they relate to the 
West of Europe. France is to guarantee that they shall 
be observed so far as they relate to Eastern Europe. To 
quote the words used by Lord Balfour in the House of 
Lords, about what he called the “ position in the West” : 


There is nothing excluded from arbitration, as I understand the 
matter—no controversy which can arise between Germany, Belgium 
and ourselves which will not be dealt with by arbitration, which it 
will be our duty to see enforced with all our strength. 


This is sound enough so far as the Western frontiers 
are concerned, for the fundamental hypothesis is that all 
concerned solemnly agree that they shall never be altered. 
But how about all other European problems ? For instance, 
as will be seen later, nobody believes that the frontiers of 
Eastern Europe to-day are stable. Yet it is now proposed 
that frontier and other questions between Germany, 
Czecho-Slovakia and Poland shall be settled by arbitration. 
What does arbitration mean? Does it mean a purely 
juridical process in which a decision is given from the 
basis of existing treaties and international law? Or does 
it include what the Germans call conciliation, that is, a 
process of investigation under which political arguments 
for altering the treaties, and not merely the problem of 
how the treaties shall be applied, shall be brought into 
consideration ? 
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The French are probably quite right in insisting that the 
negotiation of a pact should involve no modification of or 
weakening in the sanctity of existing treaties. There is 
no advantage in beginning to tear up treaties so soon 
after a peace conference. What Europe needs now is 
stability not revision. But it is equally true that in due 
time what Europe will need will be, not enforcement, but 
revision of treaties. And this is true quite irrespective 
of the merits or demerits of the Peace Treaties. Even if 
the settlement of 1919 were perfect, it would need altera- 
tion every generation or so, to meet the rapidly changing 
conditions of the modern world. There has been no more 
fruitful cause of war in the past than in the enormous 
difficulty, amounting in practice to impossibility, of altering 
the fundamental political settlements of one age to suit 
the necessities of the next. Treaties become like dams 
without sluices behind which the waters of national ex- 
asperation accumulate until they break through in devastat- 
ing war. 

If arbitration, therefore, is to be made the chief means for 
settling international disputes in Europe, it is essential 
that it should include a procedure which will enable the 
revision of treaties to be undertaken when the proper 
time comes. Otherwise, it will simply add to the difficulty 
of change and make eventual war inevitable. 

As a matter of fact, is not the true arbitral procedure, 
which is needed for what are called non-justiciable disputes, 
precisely that which is laid down in the Covenant of the 
League? The treaties of peace must obviously form the 
basis of the public law of Europe. They are the only 
possible basis from which to start. Under the Covenant, 
however, it is possible for any Member to bring before the 
League ‘“‘any circumstance whatever affecting inter- 
national relations which threatens to disturb international 
peace or the good understanding between nations upon 
which peace depends,” and Article 19 declares that “ the 
Assembly may from time to time advise the recon- 
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sideration by Members of the League of treaties which 
have become inapplicable and the consideration of inter- 
national conditions whose continuance might endanger 
the peace of the world.” Thus when treaties have become 
thoroughly out of date or are producing grave international 
tension, it is always possible to bring the issue before the 
League. No doubt, at first the Council or the Assembly 
or any “ conciliation court ” which they may appoint will 
be extremely cautious in recommending changes. But 
enquiry by the League will make it easier for Governments 
to keep popular passion from exploding in violence, and 
gradually the public opinion of the world will tend to 
crystallise about the merits of the dispute. Provided the 
League does not try to move too fast and that sanctions 
are kept in the background, it will gradually be brought 
home to one side or the other that the opinion of other 
nations is against its claim. And once that has happened, 
it will be a thousand times easier for diplomacy or the 
Council of the League to negotiate a revision of the offend- 
ing treaty than it would otherwise have been. 

That is arbitration under the League, as applied to 
non-justiciable disputes, and, surely, though some of the 
details of the procedure may be improved, no other arbitra- 
tion treaty is necessary than one which provides that 
frontier disputes in Europe, which cannot be settled by 
diplomacy or by reference to the international court, 
should be dealt with by the procedure of the League of 
Nations. 


V. Europe’s Rear Prosiems 


O much by way of criticism of the proposals for a 

Rhineland pact so far as they have been developed 

up to date. Before arriving at any conclusions, however, 

let us consider what the fundamental problems in post- 

war Europe are, so that we can judge how far these pro- 

posals will help us to deal withthem. They are really two. 
650 





Europe’s Real Problems 


The first is that of peace in Eastern Europe, and here 
the cardinal fact is that the political settlement of Eastern 
Europe is still essentially unstable and is liable to blow up 
again in war or revolution within the next ten or twenty 
years, whatever the Western Powers may do. It is 
reasonable to hope, in view of Germany’s public renuncia- 
tion of Alsace-Lorraine, that the frontiers of Western 
Europe are now as stable as the frontiers between France 
and Italy, or France and Spain. But it is sheer illusion to 
believe that the Polish-German frontiers, the Balkan 
frontiers, or the Russian frontiers are stable in any equivalent 
way. They are not. Moreover, there are many Eastern 
European issues which have already become dangerous— 
the inclusion of Russian majorities in Poland, the Polish 
corridor, the partition of Upper Silesia, the future of 
Transylvania and the Dobrudja, the Bulgarian frontiers, 
the growing determination of the Germans to include in 
Germany Austria and other blocks of German population 
now outside the boundaries of the Reich—all these are 
burning questions which are bound to produce very acute 
controversies in the relatively near future, and which have 
no equivalents in the West. 

We may take it, therefore, that however stable the West 
of Europe may have become, the East is, politically speaking, 
still shifting sand. No written document, no protocol, no 
guarantee, can make stable what in itself is still unstable. 
Wise diplomacy and firm diplomacy through the League 
or outside the League may steer Europe to solutions of 
some or all of these problems, without war. But it is 
essential, at any rate for Great Britain, that when the 
time comes for dealing with these problems, she should 
have perfectly free hands and not be bound by automatic 
obligations of any kind to go to war. 

The second fundamental problem in Europe is the 
restoration of Germany to a normal position in relation 
to her neighbours. Quite irrespective of all frontier 
difficulties, it is obviously impossible to maintain in- 
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definitely a system in which a great nation of 63,000,000 
people is limited to 100,000 armed men, with the Rhineland 
permanently demilitarised, while France has an army of 
686,000, Poland of 250,000 and Czecho-Slovakia of 150,000, 
perfectly equipped and in a position to paralyse Germany’s 
life at a moment’s notice. There will be no foundation 
for a stable or peaceful Central Europe until there is such 
equality between the armaments of Germany and her 
neighbours through some agreed all round limitation that 
neither side is in a position to overwhelm the other prac- 
tically at discretion. 

The process of effecting the adjustment will be extremely 
delicate and extremely difficult. It will raise in an acute 
form the issue of what a restored and recovered Germany 
is going todo. Will she be a “ good citizen ” in the New 
Europe ? Or will she dream once more of a hegemony, not 
perhaps over all Europe, but over Eastern Europe? And 
it is intimately bound up with the relations of Russia to the 
rest of Europe. None the less, it is futile to believe that 
any Rhineland pact can assist, still less guarantee peace 
and stability even in Western Europe, unless it also makes 
it possible for Germany once more to take her position 
as an equal at the council table of Europe, and unless it 
gives her the same kind of power of self-defence as is 
normally conceded as a right to every independent State. 


VI. Some Conc.usions 


N the light of the foregoing, what ought the policy of 

the British Commonwealth to be? The answer falls 
under two heads, one negative, the other positive. 

There is no use in thinking that lasting stability can be 
brought to Europe or war permanently prevented by any 
new treaty or guarantee. The problems which confront 
Europe—the equalisation of the ratio between. the arma- 
ments of Germany and her neighbours, the policy of 
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Russia, the manifold territorial questions in Eastern Europe 
already mentioned, reparations, the problem of dealing 
with the excess population which formerly migrated to the 
United States—these problems cannot be got rid of by any 
general treaty or guarantee. They, or others like them, arise 
one after the other and will only be solved by the practical 
wisdom and good sense of the governments which have 
to deal with them, acting through diplomacy or through 
the League of Nations. 

If the idea behind the pact is to erect a fire curtain 
between France and Germany with Great Britain as fire- 
man bound to rush in whenever either side moves a man 
across the frontier or into the demilitarised zone, that 
extreme measure would not solve these problems. It 
would either mean that Germany became absolute master 
in Central and Eastern Europe, or that Great Britain would 
be dragged into every kind of European dispute, not on her 
own free decision, but at the discretion of either France 
or Germany. We are therefore utterly against any pact 
which involves Great Britain in the obligation to go to 
war to keep the Franco-German frontiers “ inviolable.” 
The position in which we are placed by the Treaty of Ver- 
sailles, which constitutes the entry of German troops into 
the demilitarised zone a “ hostile act,” and obliges Great 
Britain to take counsel with the other Members of the 
League as to what should be done, is as far as we ought or 
need to go in this respect. 

We are equally against any form of pact which does not 
make it absolutely clear that Great Britain is free not only 
from any commitment about any Eastern European 
problem, save her obligations under the League of Nations, 
interpreted as below, but from any obligation to intervene 
by force of arms, if war breaks out between France and 
Germany in the West, unless the Western frontiers are 
themselves in dispute. If hostilities, for instance, were to 
spread from the East to the West Great Britain ought not 
to be bound to do more than secure a declaration from both 
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sides that at the end of the struggle they do not intend 
to alter the Western frontiers, and to stand prepared to 
enforce that declaration by the mobilisation of her fleet or 
by any steps she thought necessary in the circumstances of 
the time. 

So much for the negative side of the problem. The 
positive is equally clear. Great Britain’s commitments on 
the Continent of Europe ought to be limited to two things : 
(a) a much more limited guarantee of the territorial stability 
of the North-Western corner of Europe than that to which 
the correspondence about the Pact seems to point, and 
(b) her obligations under the Covenant of the League of 
Nations. 

First of all, as to the guarantees. It is urged that some 
commitment by Great Britain, beyond the Covenant, is 
necessary for the appeasement of those European fears and 
passions which are the principal obstacle to the wise settle- 
ment of the outstanding problems which have been men- 
tioned in the preceding pages. We are by no means com- 
pletely convinced that this is true. It is certainly not true 
that it is the duty of Great Britain to underpin the peace 
of the continent, or that it will help that peace that she 
should attempt to do so. The first rule for European peace 
is that its peoples should learn how to live in a neighbourly 
manner and to solve their internal problems for them- 
selves. ‘The whole propaganda that unless Great Britain 
shoulders Europe’s burdens as well as her own there will be 
a disaster—a propaganda which is very intense and a view 
with which the present Foreign Secretary seems to be in 
sympathy—is a contravention of the primary counsel of the 
prophet that the best way of helping others is to help them 
to help themselves. 

None the less, there are strong arguments for the view 
that if Great Britain were now willing to undertake publicly 
commitments in North-Western Europe equivalent to 
those which centuries of experience have shown to be 
necessary to her own security, and to make them part of a 
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four-Power treaty of security, it would contribute to peace 
by making more secure the permanency of the existing 
frontiers inENorth-WesternfEurope. The form, however, of 
commitment which Tue Rounp Taste would greatly prefer 
is the renewal, perhaps in modified form, of the original 
guarantee to Belgium, coupled with a tripartite treaty or 
declaration that the existing Franco-German frontiers shall 
never be altered except by mutual consent. The assured 
integrity of Belgium is necessary to the security of Great 
Britain ; it would be a tremendous contribution to the 
security of France, especially if it were to include 
Luxemburg, and in a lesser degree it would add to the 
security of Germany, while a treaty or declaration about 
the Franco-German frontiers would not only be a guarantee 
of their permanence, but would counteract the growth in 
Germany of that desire to recover Alsace-Lorraine, which, 
in the case of France, was one of the contributing elements 
to the international tension which accumulated between 
1870 and 1914. 

The guarantee to Belgium, too, has other great merits. 
It is extremely simple, which the proposed pact is not— 
a very important consideration in these democratic 
days when treaties have no real validity unless public 
opinion understands and supports them. Its efficacy has 
already been proved, and no nation, in view of the events 
of 1914-18, is likely to challenge it again. Germany under- 
stands it. The Dominions understand it. The world 
understands it. 

It may be said that these suggestions do not provide 
absolute safety for France or for Germany. They do not, 
and no treaty can be devised which will do so, unless 
Great Britain is willing to undertake to maintain a million 
men on the Rhine herself, and to go to war instantly with 
either Power if it tries to cross it. But they do add greatly 
to the security of France and Germany, and they eliminate 
the Western frontiers as an element in European unrest, 
without committing Great Britain to greater entanglement 
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in European politics than she is practically committed to by 
her geographical position. For the rest, the settlement of 
other European problems must be left to be dealt with by 
the resources of ordinary diplomacy and of the League of 
Nations. 

The second part of our conclusion is that so far as Great 
Britain is concerned no additional arbitration treaty is 
necessary beyond that which will be provided by the 
Covenant as soon as Germany joins the League of Nations. 
Reasons have already been given for thinking that the 
procedure of the Covenant, subject to amendment in 
detail, is the best form of arbitration which can be applied 
to non-justiciable international problems, such as the 
revision of treaties. ‘The World Court is really the best 
authority for dealing with justiciable disputes. We think, 
therefore, that the entry of Germany into the League, 
which ought to be effected in September, will automatic- 
ally bring into effect that system of “ arbitration,” using 
the word in its widest sense, which was contemplated in 
the original German note. If Germany and Poland, or 
Germany and Czecho-Slovakia choose to sign additional 
arbitration treaties as well as the Covenant and consistent 
with it, we see no objection, provided that Great Britain 
does not expand her obligations beyond those provided in 
the Covenant of the League. 

As has been repeatedly pointed out, however, in THE 
Rounp Tasie the meaning of the Covenant itself needs 
to be defined. At present its wording is dangerously 
ambiguous, and different nations put widely different 
interpretations upon it. Nothing will be more conducive 
to the destruction of that confidence and good faith 
between nations, which is the very essence of progress 
towards peace, than that there should be any confusion 
or misunderstanding between members as to what their 
mutual obligations under the Covenant are, when the time 
for fulfilling them arrives. Someday it may be possible to 
overhaul the Covenant so as to remove any possible 


656 





The Imperial Aspect 


obscurity. Meanwhile we accept Lord Balfour’s recent plea 
that to attempt at present any general revision of a docu- 
ment signed by more than sixty nations would do more 
harm than good. But we think it imperative that the 
British nations should make it clear to the other signatories 
that neither Article 10 nor Article 16 mean that they are 
under any obligation “ automatically ” to take sanctions 
against any other Power. 

There is no need to repeat, at the end of this article, 
the arguments that have often appeared in these pages, 
that no nation can, or ought, or does believe that the 
Covenant binds them to intervene automatically with sanc- 
tions in wars which break out in Asia or South America in 
violation of the terms of the Covenant, or in Europe either. 
What they do mean and what they ought to mean is that 
when the territorial integrity of any member is threatened, 
or when any nation goes to war in violation of the Covenant 
and so outlaws itself, a situation is created which every other 
Member is bound to try to deal with immediately through 
the machinery of the League. How it should deal with it, 
however, must be left to the decision of the individual 
Members, assembled together at Geneva, in accordance 
with the merits of the case. ‘That this is the meaning 
attached to the Covenant by the nations of the British 
Commonwealth should be made clear as soon as possible. 


VII. Tue Imperiat Aspect 


O far the problem of the Rhineland Pact has been dis- 

cussed almost entirely from the point of view of Great 
Britain. This has been deliberate, because the main 
decision has to be taken by Great Britain. Tue Rounp 
Tasxe does not believe that the Dominions ought to sign 
any Rhineland guarantee pact. If they had developed an 
effective machinery for inter-Imperial consultation about 
foreign affairs, or had agents of their own in foreign lands 
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to inform them about international problems, it might be 
different. But it is not reasonable to expect peoples 
situated at the other end of the earth to commit themselves 
formally on a territorial question in Europe under conditions 
as they are to-day. Great Britain, subject to consulting 
the Dominion Governments at every stage of the nego- 
tiations, must take the primary responsibility for deciding 
whether in the interests of her own security and the 
stability of Europe she should give such a guarantee. To 
try to run the Empire on the basis that no step in foreign 
affairs shall be taken unless the signature of all its six 
member States has been obtained would paralyse its foreign 
policy altogether, and so bring about the very wars and 
disasters which an active foreign policy is designed to 
avert. 

The very fact, however, that the ultimate responsibility 
for action must rest on Great Britain, because no Dominion 
will take the responsibility either of signing itself or of 
protesting against a signature by Great Britain, makes it 
all the more imperative that the Imperial aspect of the 
issue should be kept steadily in view. As already pointed 
out, the strongest pressure is being put upon Great Britain 
by European Powers to undertake European commitments. 
No corresponding pressure is being put upon her to remem- 
ber her Imperial responsibilities. No Dominion Statesman 
has come to London. No Imperial Conference has been 
in session. General Smuts’ telegram has been a lonely 
voice in the wilderness of Imperial silence. 

Yet the fundamentals are as clear as they ever were. 
Great Britain is concerned in Europe. She is concerned 
with peace in Europe. She is concerned with the stability 
of the frontiers in North-Western Europe. But she is not 
part of Europe. Because she has no land frontier, her 
interests are essentially different from those of any con- 
tinental nation. She is also the centre of a political system 
which covers a quarter of the earth, and which may make 
calls upon her financial and military resources in any 
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corner of the globe. And she shares sea power, the 
ultimate arbiter of the destinies of the world, with the 
United States, with whom, therefore, under no circum- 
stances can she afford to quarrel for the sake of any European 
Power or any European cause. 

It is essential that these facts should be held clearly in 
mind. And surely they point, with absolute clearness, to 
the fundamental conclusions set forth in this article. Great 
Britain can only afford to enter into engagements in Europe, 
which she can reasonably expect will command the approval 
and support of the overseas nations if and when she is 
called upon to fulfil them. The neutrality of Belgium and 
the permanence of the Franco-German frontiers can 
reasonably be regarded as necessary in the interests of her 
own security and are objects which if they are ever 
challenged will probably find Dominion opinion in support, 
as was the case in 1914. The Covenant of the League 
already carries the signatures of the whole British Common- 
wealth. But Great Britain cannot go further without 
taking a step which will inexorably destroy the unity of 


the Empire itself, directly the next European crisis 
arises. If the powers that be endeavour to go beyond 
these obligations and to make Great Britain a party, 
directly or indirectly, in the tempestuous affairs of Eastern 
Europe or the secular feud between Germany and France, 
it is the duty of public opinion, alike in Great Britain and 
overseas, to make instant and effective protest. 





THE GOLD STANDARD 


N April last the Government declared their policy to be 

that of an immediate return to the gold standard, which 
since that date has been in force, though not altogether 
free from important artificial restrictions. During this 
period industrial and trade conditions in this country 
have shown no signs of general improvement, depression 
in the last six months or so even deepening in certain basic 
trades. Unemployment in Great Britain and Northern 
Ireland has risen from 1,049,074 in June, 1924, to 1,368,126* 
in June, 1925, though in July, 1925, there was a reduction 
of over 100,000. There has, moreover, been a very large 
increase in the imports into this country over the average 
of the last two years, while exports in total have remained 
practically stationary or indeed risen a little, showing in the 
last two or three months even some decline. Our adverse 
balance of trade has, therefore, largely increased from an 
average of £34 million monthly in the second quarter of 
1924 to nearly £48 million monthly in the second quarter 
of 1925. 

In addition there have been serious labour troubles, 
culminating in the threat of a national coal strike. 

These unfavourable symptoms have led Mr. Keynes 
in a recent pamphletf to attack the gold standard as the 
main, if not almost the sole, cause of all our troubles. 
Sir Josiah Stamp has also indicated his view, as a member 
of the Court of Inquiry into the coal industry, that the gold 

“Taken from the Exchange registers. The real increase since June, 
1924, was less, as some 70,000 were added when new classes were admitted 
to benefit in August, 1924. (See Hansard, June 29, 1925.) 


t The Economic Consequences of Mr, Churchill. (The Hogarth Press, 1925.) 
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standard is responsible to a very considerable extent for 
the special plight of that industry since March. The 
opinion of these two highly distinguished economists is of 
great importance. On the other hand it must be 
remembered that Mr. Keynes has a plan of his own which 
he would like to see adopted, and that he at any rate has 
always been a decided opponent of the return to the gold 
standard. It is natural to expect, therefore, that he should 
put his case in the strongest possible light, without stopping 
even to hint at the other side of the question. 

Mr. Keynes points to the obvious fact that in the last 
nine months the value of sterling money has, owing to the 
appreciation of the exchange, been raised abroad by 10 
per cent., while, since prices have remained stationary 
here, its purchasing power over British labour is unchanged, 
In other words, wages and other internal costs here remain 
the same while the sterling prices obtainable by our 
exporters are Io per cent. less. “‘ Whenever we sell 
anything abroad, either the foreign buyer has to pay Io 
per cent. more in his money or we have to accept Io per 
cent. less in our money.” In his view, therefore, failing 
a rise in prices in America and elsewhere, an adjustment 
is needed in our internal prices of at least Io per cent. 
if we are not to have to that extent a continuing handicap 
against our exports and a bonus in favour of imports. 
He regards such an adjustment as very difficult and 
dangerous, and as likely to be effected only at the cost of 
a great deal of added unemployment, injustice and social 
disturbance. 

It was always known to all advocates of the gold standard 
that, unless American prices were to rise, some adjustment 
in our internal price level would probably be required. 
In an article in the March number of THe Rounp Tasie* 
it was pointed out that English and American “ price 
levels” must necessarily be so adjusted that, when we 


* Tue Rounp Taste, No. 58, March, 1925, p. 267. 
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returned to a free gold standard, there should be no 
excessive premium on importing to this country. The 
question was asked whether the levels of our prices and 
interest rates were such that we could return to pat and 
stay there without the danger of too much gold being 
exported, or, in the alternative, of being faced with a severe 
deflation policy and high interest rates which would, 
temporarily at any rate, adversely affect our export trades. 
It was pointed out, however, that it was “ extremely 
difficult even for the most expert statistician to feel certain 
whether the price levels are on an equilibrium. The best 
judges incline to the view that they are not far from that 
point. Possibly, though, there may be a gap of 5 per cent. 
requiring to be bridged.” The published Report of the 
Committee on Currency appointed by the Government 
stated that “ we must be prepared to face a fall in the final 
price level here of a significant though not very large 
amount.” Mr. Keynes differs from the aforesaid Com- 
mittee in believing the necessary adjustment to be much 
larger than any which they contemplated. He believes 
that we were more or less in equilibrium with the United 
States about a year ago, when the exchange stood at about 
$4.30 and when our cost of living figures calculated in 
gold were, according to him, practically identical with the 
American. Since then prices in both countries have 
remained more or less stationary, but the exchange has 
appreciated by 10 per cent. This whole appreciation he 
regards as unjustified by the relative price levels, having 
been brought about, in his view, partly by artificial measures 
in this country and partly by the action of speculators. 
On these assumptions our prices are now at least Io per 
cent. too high. This argument, however, does not appear 
conclusive. Itis by no means certain we were in equilibrium a 
yearago. Cost of living figures relating to different countries 
are notoriously difficult of comparison. It is stated, more- 
over, that Mr. Keynes’ figures for America relate only to the 
cost of living in Massachussetts and that other cost of 
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living indices in America show quite different results 
upon which it would be possible to base the opinion that 
English and American prices are by no means far from 
equilibrium now. It may well be, therefore, that the 
actual gulf to be bridged is considerably smaller than 
10 per cent. 

The facts as regards unemployment and exports lend 
colour to such a view. If we take unemployment in Great 
Britain as shown by the Insurance records, we find an 
increase from 1,232,555 last October to 1,258,657 on July 27, 
or 26,102, whereas during the same period unemployment 
in the coal industry increased from 129,994 to 184,333, Or 
by 54,339." Apart from coal mining, therefore, these 
figures show an actual reduction since October of over 
28,000 in the unemployed. Again in the year ending June 
30 last, while exports of British goods are, it is true, 
only {26 million higher than in the preceding year, there 
was an actual fall of £26 million in coal alone, while there 
was an increase of £38 million in manufactured goods. 
In both instances, therefore, some improvement is shown 
except in one glaring case, namely, coal mining. Now 
it is undoubtedly true that the appreciation in the 
exchange must have made it temporarily more difficult 
for our coal exporters to compete with their foreign 
rivals, but it is quite uncertain, in our opinion, how 
great an influence this has been, and it is quite certain on 
the other hand that the coal industry has sufficiently 
serious troubles of its own to account for most of the added 
depression in that industry. It is notorious that coal 
mining in other European countries is, if not in an equally 
bad way, at any rate in a very bad way. There are some- 
thing like 10 million tons of coal lying in the Ruhr which 
cannot be disposed of ; the Belgian coal industry is entirely 
demoralised by the Reparation payments made in German 
coal, and everywhere the story is the same. The Ruhr 

* The unemployment books afford the basis for this comparison, as they 
supply the statistics for unemployment in the coal industry. 
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occupation, the Reparation settlement, the use of oil and 
lignite, the development of water power have all affected 
the industry adversely. 

It is therefore quite misleading to take figures for British 
trade and unemployment in the total and argue from them, 
without any indication of the great extent to which coal 
accounts for their unfavourable aspect. The very con- 
siderable increase in exports of manufactured goods shows 
that some recovery is under way, at any rate in certain 
trades. It is also encouraging to note that the British 
percentage of the export trade of the world, which 
amounted in 1913 to 13°02 per cent., amounted even in 1923 
to 14°03 percent. This growth is no doubt to some extent 
due to the fact that prices of manufactured goods have 
risen more in proportion than the prices of raw materials. 
We are in fact undoubtedly hit by many circumstances 
to which Mr. Keynes fails to give weight, such as decreased! 

4purchasing power in general, the considerable depreciation 
in French, Belgian and Italian currencies, political difficul- 
ties in various countries, and other maladjustments in 
the world which have not yet been straightened out. 
We must indeed regard the statement at the commencement 
of his pamphlet that world trade is “ moderately good” 
as unjustified by facts, at any rate in the case of Europe. 

The figures recently published by the Economist* as to 
the profits earned by British industrial companies are also 
no indication that the situation of this country in general, 
apart from certain very important industries, justifies the 
epithet “ gruesome” used to describe it in the last monthly 
report of the Midland Bank. 

The profits of 492 industrial companies examined during 
the second quarter of 1925 show an increase of II per cent. 
in profits as compared with 1924. The bad results are 
concentrated, as one would expect, in the coal, iron and 
steel trades. While, therefore, we are far from happy 


* The Economist, July 18, 1925. 
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conditions with much more than one million men unem- 
ployed, there is no reason at all to despair of the future. 
On the other hand, that some adjustment in our prices 
is required is indicated, not only by the difficulties of our 
exporters, but by the very large increase in our imports. 
This increase, while it may to some extent be due to the 
dispersion of wealth and greater consumption as compared 
with saving, indicates that our prices are too high and that 
we are too good a country toimport to. It would therefore 
be unreasonable to deny the necessity of some further 
adjustment either in the price level in this country or in the 
price levels of our competitors and customers, particularly 
the United States. Even here, however, it may be noted 
aS an encouraging sign that imports in July were much 
lower, as compared with June, and exports a good deal 
higher, particularly exports of manufactured articles. It 
seems likely also that, if the “ bonus ” on imports equalled 10 
per cent., we should have seen a greater fall in the cost of 
living than we have seen, since the cost of imported food and 
raw materials should react very quickly to the exchange. 


IT. 


R. KEYNES asks those who support the gold 
standard to answer the following questions : 


1. Are we supporting the exchange by artificial interference 
with the export of capital and by borrowing in New York ? 

2. If so, how does this differ from the policy which we used to 
contemn in the French ? 

3. Is it necessary (failing the depreciation of gold abroad) for 
the restoration of our financial equilibrium in these circumstances 
that money-wages generally should be reduced ? 

4. If so, what steps are proposed with the object of reducing 
money-wages 

5. If the limitation of credit facilities and the maintenance of 
dear money are the methods proposed, how do they achieve the 
object except by deliberately intensifying unemployment ? 
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6. In general, how are the working classes to be induced to accept 
lower money-wages except by the pressure of lock-outs and unem- 
ployment ? 

7. If it is politically impossible (as in the case of the coal industry) 


to force money-wages down by these methods, where are we going 
to end? 


8. Would it be equally necessary to reduce money-wages if the 
dollar exchange stood at $4.40 (as it did a year ago) instead of at 
$4.86 (as it does now) ? 


We are far from regarding ourselves as equipped to rival 
the expert and penetrating power of economic analysis 
possessed by Mr. Keynes, Sir Josiah Stamp and other 
acknowledged authorities in this field. But it seems desir- 
able that those who believe in, and have supported, the gold 
standard should at least attempt some expression of their 
views in answer to its critics. 

Mr. Keynes’ questions remind us somewhat of the famous 
question: “Have you stopped beating your wife?” 
We do not, as a matter of fact, think it possible to give a 
definite categorial answer to all his questions, because 
we believe that the motto for those who guide us in this 
matter can only be solvitur ambulando. ‘The uncertainties 
as to the actual facts are so great; so much depends on 
the action of other countries ; so many steps must be decided 
by the circumstances of the moment, that even if the 
supporters of the gold standard had intellects as brilliant 
as its critics they could hardly give the correct replies 
to the problem. Perhaps the answer might be very 
generally given in the following terms : 

It is perfectly true that if our exchange had remained 
round about $4.40, where it was a year ago, the price level, 
which would have suited us, would have been different from 
the price level which suits us with an exchange of $4.86. 
In the former case prices might have been actually too low 
as compared with the American instead of too high. But 
in view of the universal opinion throughout the world 
that the pound sterling was on its way to par, the exchange 
would not have remained at $4.40, unless we had definitely 
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either written down its value to that figure, a policy to 
which probably no one would have subscribed, or unless 
the Government had stated publicly either that it had 
adopted Mr. Keynes’ plan of managed currency and 
abandoned for good any idea of a return to the gold stan- 
dard, or in the alternative that it had no intention of 
returning to that standard unless the movement of American 
prices of itself and without any effort on our part carried 
the pound sterling automatically to the level of the dollar. 
Any such announcement would, however, have been totally 
opposed to the policy of all British Governments since the 
war. 

Mr. Keynes himself would probably admit that the 
alternative of the managed currency has never been prac- 
tical politics. If, when the world has once again estab- 
lished more or less universally the gold standard, it fails 
for some reason or other to be as adequate an instrument 
of prosperity as it was in 1913, the great nations of the world 
may then turn to managed currencies. But of this there 
is no indication to-day. Indeed, it is surprising that Mr. 
Keynes himself, after all the disillusionments of the last 
two or three years, remains favourable to it. A managed 
currency must be managed, presumably by some of the 
authorities in the financial world, and presumably with 
a certain amount of intelligence. Mr. Keynes, rightly or 
wrongly, would undoubtedly regard such a combination as 
impossible, or in the highest degree unlikely. Unless, there- 
fore, he were able to arrange that his managed currency 
should start under the guidance of the “ high authorities of 
the Midland Bank,” advised perhaps by experts of equal 
ability with himself, it would be likely to make a poor start. 

Mr. Keynes asserts that, prices in this country being 
entirely out of equilibrium with those in America, 
to put the matter straight, wages must be reduced all 
round by Io per cent. or more. We are more than doubt- 
ful if this will prove to be so. Equally eminent experts 
give entirely different opinions. Some support him ; 
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others think we are not far from equilibrium. If the latter 
is true, money-wages will not require to be reduced. 
Nevertheless, we think that the large increase in imports 
is a sign of some lack of equilibrium and that prices 
may have to fall somewhat. It is possible, of course, and 
it even looks likely, that American prices may soon rise. 
If so, our problem may be solved for us. We may expect 
that there will be a further fall in the cost of living here, 
from the effect of the appreciation of the exchange in 
lowering the cost of our imports of raw materials and 
food. In fact, the sterling cost of living has, since 
December last, fallen eight points, from 181 to 173, and 
sterling wages have, on the other hand, risen slightly. 
There has, therefore, been an actual rise in real wages 
and, on this score, some readjustment could now be made 
without the wage earners being worse off than they were 
seven months ago. It is quite possible that similar in- 
fluences may still further reduce prices. Whether a more 
serious adjustment is required will show itself in the 
drain on our exchanges. 

If by borrowing in New York Mr. Keynes means that 
owing to higher money rates here, balances are being re- 
mitted here from New York, this is obviously true. But 
we do not regard this as a serious menace to our exchange, 
particularly as most of these short time balances here are 
already covered by forward exchange transactions. It 
is quite true also that the exchange is being partially 
supported by artificial interference with the export of 
capital. We ourselves would prefer to see this interference 
cease. It is possible that there might be some additional 
strain on our exchange from increased foreign borrowing, but 
lending beyond our capacity would soon produce its own 
checks and we should at least know exactly where we were. 
If, after the market was thus freed from all restrictions, 
we were to begin losing large amounts of gold, it would 
be clear evidence of the need of some readjustment in 
our price level. We should then have to take such steps 
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as were necessary by raising the bank rate or otherwise to 
bring about an equilibrium. Mr. Keynes would act other- 
wise. He would lower the bank rate to encourage gold to 
go out. His object would be so to increase the supply of 
gold in the United States as to induce a rise of prices there. 
We agree with Lord Bradbury that there are no grounds 
for supposing that we should be able by such action to 
have the slightest effect on them. Meanwhile since Mr. 
Keynes would not allow the loss of gold to cause any 
restriction of credit here, the Bank of England, according 
to his plan, replacing the gold lost by Treasury Bills or 
some other asset, no adjustment of prices would take 
place here, and we should almost certainly, therefore, have 
greatly weakened our position without any compensating 
advantages. Indeed, any such policy would undoubtedly 
lead to the opinion throughout the world that we were 
not seriously defending the gold standard. Our difficulties 
would then be vastly increased and we might face a really 
serious crisis with still more disastrous reactions on our 
industry and trade. Mr. Keynes himself admits that by 
his plan he stakes a great deal on a rise in prices in America 
without any certainty of success, and that we must be 
ready with other measures. He recognises indeed the 
real fact that, if our prices are out of line, we must have 
a reduction by some means or other in them. The 
normal method would be to raise the bank rate in order 
to secure by further deflation and a reduction in money- 
wages, the necessary fall in prices. It would be foolish 
to deny that this would be a disagreeable, distasteful 
and very difficult task, much more difficult than in 
other countries, owing to the rigidity of all our labour 
conditions. It would undoubtedly be regarded by the 
trade unions as an attack on their standard of living, though 
it would, in fact, be nothing of the sort. For after a 
temporary period of adjustment, the real reward of labour 
would be as it was before, both nominal wages and cost 
of living having fallen. 
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Nobody would face this course in the present state of 
trade without the clearest necessity and without its being 
apparent that the compensating advantages to be gained 
outweighed the temporary sacrifices. On the other hand, 
if we are to accept the view that such adjustments of our 
conditions to those of the rest of the world are no longer 
possible to us, we must admit that our power to hold our 
place in world trade and world finance will be seriously 
diminished. If nominal money-wages are the one fixed 
point, which cannot be altered in any circumstances, 
then it may be true that exchanges and prices may ultimately 
have to be altered to get round the difficulty. What is 
certain is that no power on earth, not even the I.L.P. and 
the leaders of the Trade Union Congress can get a quart 
out of a pint pot. 

To meet these difficulties Mr. Keynes makes a final sug- 
gestion with which we have in principle much sympathy. 
He proposes that the community should do voluntarily 
and with its eyes open what otherwise may have to 
be imposed upon it by economic necessity. If it 
becomes clearly a necessity to reduce prices, let the 
community determine that the sacrifice shall be 
made deliberately by all classes. Let all wages and 
salaries be reduced by, say, § per cent., and let all in- 
comes, not the outcome of employment, be taxed an 
additional Is. in the £, the reduction of the former to be 
dependent for its permanence on a fall in the cost of living 
by an equal amount, and the increase of the income tax to 
last until real wages are shown to be as high as they were 
before these changes. There is everything to be said for 
a democracy understanding the why and the wherefore 
of the economic sacrifices it is asked to make, and for every 
section of it sharing therein. From this point of view 
we are heartily in sympathy with the spirit of Mr. Keynes’ 
proposal. Unfortunately, we doubt, as he evidently 
does, whether it is practical politics, even if one could be 
sure that such a reduction in prices were essential. 
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HERE is, we think, a very real and deep difference of 
opinion between Mr. Keynes and his friends on the 
one hand, and those who support the gold standard on the 
other, between which any accommodation is difficult. 
The former dislike the gold standard on any terms. 
Regarding the policy of returning to it as wholly bad, they 
naturally consider it foolish to make any sacrifices at all 
for the sake of it. The supporters of the gold standard regard 
a sound currency and stable exchanges almost as the foun- 
dation on which everything else is to be built. They believe, 
with the world as it is, that these are to be cbtained in far 
the greatest measure through the gold standard, and they 
therefore consider that in the interests of all classes, 
and particularly the working classes, serious sacrifices 
are worth making for its sake. They regret no less than 
others the difficulties and evils of an adjustment of prices 
and wages. But they know that the sacrifices we in 
this country have to make are small compared with the 
trials which other European countries have gone through 
for the sake of an ordered currency. The people of Ger- 
many, having had actual experience of the dreadful effects 
of a complete chaos in currency, are perfectly aware that 
all interests, whether industrial or other, must some- 
times be temporarily subordinated to the overshadowing 
necessity of regaining a stable currency. Inflation, far 
less in degree than that Germany suffered, inflation such 
as that now pursuing its course in France, Italy and 
Belgium, reduces the real wages of labour, and is far more 
harmful to the wage-earners than any adjustment required 
now in this country. Inflationary tendencies are strong 
in the Labour party and between the extreme sections 
there and the gold standard, which is the best security 
against inflationary measures by any party, it is undoubtedly 
“ pull Devil, pull Baker.” 
It is, of course, an arguable question whether the Govern- 
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ment, while adhering to the policy of the gold standard, 
should have waited indefinitely before actually putting 
it into force. It will be answered differently by those 
who regard the gold standard as likely to bring great 
benefits in its train, and those who have no opinion of 
it. It may be urged, however, that no one can say how 
long we should have had to wait until the United States 
were obliging enough to help us out of our trouble. Prices 
there have been remarkably steady for some years. Mean- 
while, we should always have had in mind that we had ahead 
of us a goal which we wished, but were making no effort 
to reach, and have suffered from the uncertainty of not 
knowing when we should do so. We should have been 
classed in the world among the “ depreciated countries,” 
while Germany and a growing list of others would have 
stabilised their currencies with the dollar. 

Mr. Churchill has pointed out that from the point of 
view of other parts of the British Empire, particularly 
South Africa and Australia, it was very desirable to delay 
no longer. Important as this was, there were other and 
much stronger reasons still. This country depends more 
largely than any other on its international trade, on its 
international business of all kinds, on its being a lender of 
capital and credit to all the world. From all these points 
of view it was highly desirable to bring back the stability of 
the exchanges and to encourage other nations too to anchor 
themselves to the gold standard once more. It cannot 
but be of the greatest advantage to us that the world’s 
currency conditions should revert to those which ruled 
in 1914. Several other nations were waiting to take the 
same step as soon as we had determined to take it, and as 
a result of our decision world currency conditions are 
rapidly returning to a position of much greater stability. 
Our policy will undoubtedly encourage the “ depreciated 
currency ” countries, France, Belgium and Italy, to anchor 
themselves to the gold standard far sooner than they would 
otherwise have done. We should thereby escape in future 
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the serious damage to our trade which has been caused in 
the last twelve months by the large fluctuations in the 
value of their currencies. The advocates of the gold 
standard, therefore, regard the re-adoption of it as a reform 
of first-rate importance to all classes in the country, 
and particularly to the working classes, it being their 
view that, when once the difficulties of the preliminary 
period are over, the trade of the country should quickly 
improve. But even the question whether the Govern- 
ment were right in the moment they chose is not now a 
practical question. The gold standard has been re- 
introduced ; it is not conceivable that the country should 
now reverse its decision. ‘To abandon it again woul.i be 
a disastrous step; the reaction would be so great and the 
credit of the country would receive such a blow that the 
exchange would no doubt suffer a calamitous fall and we 
should be plunged back into a period of fluctuating prices 
and exchanges which would inflict far greater injury on our 
trade than any measures required now firmly to establish 
ourselves. It is unduly pessimistic to conclude that our 
problem cannot be solved without recourse to a severe 
deflation. In an extreme democracy political action 
requiring immediate sacrifices on the part of the com- 
munity to secure future benefits is always difficult. It is 
particularly difficult in such a matter as currency, where 
ignorance is and must be widespread, but where prejudices 
and passions are extremely easy to inflame. It seems very 
desirable therefore that even critics of the gold standard, 
or at least of the expediency of a return to it at this par- 
ticular juncture, should abstain from undermining the 
public confidence in it unless—which is unlikely—they are 
definitely in favour of our facing the consequences of an 
abandonment of it. 

The country has since 1918 travelled a long uphill road to 
the point at which it finds itself now. It has entered upon the 
last lap. Even if difficulties remain still to be encountered, 
it is certainly not going to turn back at the twelfth hour. 


673 





GREAT opportunity for British statesmanship will 
be provided in China this autumn. The readjust- 
ment of our treaty relations, promised at Washington in 
1922, will at last take practical shape, and we shall no 
doubt review our whole position in Eastern Asia and try 
to put it on a more secure and more dignified basis. It 
would be unwise to ignore the fact that our relations with 
China, and our position in China, have not been healthy 
for some years past. It is as humiliating to us as to the 
Chinese that existing treaties should be completely ignored, 
that international correspondence should be reduced to 
mere recrimination, that personal relations between our 
leading men should be so constantly strained, and that the 
Chinese and the British Press in China should be engaged 
in a running skirmish of attack and reprisal. In such 
circumstances it is not surprising that a serious crisis has 
occurred. For more than two months the British in 
China have been quietly but effectively isolated, our 
shipping and our factories have been standing idle with 
crews and workers on strike, and our trade has been para- 
lysed by boycott. ‘The Chinese have refused to sell to us, 
to buy from us or to work with us. There has been an 
international stalemate as bitter, as destructive, as expensive 
and as damaging to the pride of both sides as open war. 
If the interests of our countrymen who are in China 
were alone affected, such a disaster might be regarded in 
London, in Lancashire, and in the Empire with a certain 
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detachment. But it has become only too clear that our 
home industries and our Imperial relationships are vitally 
affected by the paralysis of the China market, and by the 
antagonism of Chinese sentiment not only in China itself 
but around Singapore and throughout the regions of the 
Pacific and the Southern Seas, where an overseas Chinese 
population enjoys an ever extending influence and strength 
under British and other foreign flags. ‘The Chinese 
problem is for us an essentially Imperial problem. 


I. Tue Present SITUATION 


T may be well to sketch in briefest outline the events 

which were the immediate cause of rupture. A strike 
occurred in a Japanese cotton mill at Shanghai. The 
strike led to a demonstration in the International Settle- 
ment, and a handful of the police force functioning under 
the authority of the International Municipal Council of 
the Settlement came in collision with the demonstrators, 
killing and wounding a number of youngmen. The incident 
created an outbreak of passionate feeling among all classes 
of Chinese. We are, of course, as a nation, no more respon- 
sible for the action of the Shanghai municipality than any 
other of the Treaty Powers. But the fact that the per- 
sonnel of the police force directly concerned happened to 
be British subjects, that the British enjoy a preponderating 
influence in municipal affairs at Shanghai, and that British 
interests in the Settlement are conspicuous served to direct 
the full force of resentment against the British. Sym- 
pathetic demonstrations were immediately organised at 
Hankow, Canton and other large trading centres, further 
loss of life occurred, and before many days had passed the 
strike and boycott movement spread throughout the 
length and breadth of the country, with that silent unani- 
mity so familiar in Chinese affairs when once national 
sentiment is aroused. 
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Had it been possible for the British to handle the situa- 
tion alone there is no doubt that an enquiry would have 
been arranged without delay through the normal channel of 
the British Courts. But the international status of the 
Settlement, the fact that the Chairman of the Council 
is an American citizen, and that many other nationalities 
enjoy rights of representation in Shanghai’s municipal 
affairs, involved the intervention of the Diplomatic Body 
at Peking and some sixteen foreign Powers. A small 
commission of junior diplomatic representatives hurried 
to Shanghai, established a prima facie case for a full enquiry 
into the incident, and returned to Peking to report. The 
premature leakage of their opinions introduced into an 
already difficult situation an element of international 
complication, and there has been unseasonable delay in 
meeting the crisis with necessary decision. An authori- 
tative judicial enquiry and a just settlement of conflicting 
claims will no doubt be arranged in time, but the delay 


has caused incalculable loss and suffering to Chinese and 
British alike. 


II. Tue Issues 


T can hardly be imagined that a hard-headed, practical 

and tolerant people like the Chinese would have sub- 
jected themselves to the losses involved by this long period 
of strike and boycott without some deeper sense of grievance 
than the actual incident of May 30. The recent movement 
has unquestionably proved a ‘safety-valve for cumulated 
and pent-up feelings of long-standing, not only against the 
British, but against all foreigners in China, and perhaps 
even more against the constant internal unrest which has 
caused untold suffering to the Chinese people. At this 
moment of crisis it will be unwise to devote too much 
attention to the internal situation or to the contributory 
effects of other foreign influences. We are faced at the 
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moment with an issue between the British and the Chinese, 
and there is only one road to an effective adjustment of 
that issue—by a frank and fearless examination of the 
British and Chinese points of view. Both peoples have 
suffered grievously, the British by injury to their reputation 
and their trade, the Chinese by their material losses, and 
even more by the realisation that their national sentiment, 
their national unity and prosperity, can be exploited so 
readily and so disastrously by agitation from outside 
sources to the danger of the very fabric of Chinese national 
life. It is easy to over-estimate the destructive influence 
of Soviet propaganda in China, or the exploitation of anti- 
foreign sentiment for the political or commercial advantage 
of internal interests. But both these factors have played 
a big part in the recent crisis and have proved the facility 
with which national passion can be inflamed in China to 
China’s own undoing. We will now examine the British 
and Chinese points of view. 


The British Boycott 


The Chinese are a long-suffering people, inured by the 
hard experience of forty centuries to the ups and downs 
of fortune; but even their endurance suffers periodic 
collapses when they put up their shutters and lay down 
their tools as a silent and solemn warning that the times 
are out of joint. One of these periodic crises has just been 
reached. The British have been selected as scapegoats. 
A British boycott has been enforced. British trade is 
paralysed, hundreds of British ships lie idle at their berths 
all along the China coast and up the Yangtze river, British 
factories are everywhere at a standstill, millions of pounds 
have already been lost, and incalculable damage has been 
done to British interests not only in China, but in the 
industrial centres of England. 

Great as our losses have been, Chinese losses have 
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been far greater ; the boycott has proved a two-edged sword, 
and Chinese workers have suffered equally with the Chinese 
commercial community. The boycott has been enforced 
week after week since May 30 over a steadily-widening 
area and with increasing intensity. The Chinese are a 
reasonable and sensible people. ‘They would hardly have 
embarked on this movement of self-sacrifice, they would 
certainly not have persisted in it over so long a period, 
had they not been moved by some great sense of wrong. 
Whether they were fair or just in directing their attack 
against the British is a question for the impartial judgment 
of others. It is our task to discover how to restore normal 
conditions, and we can only do so if we are very frank with 
ourselves, if we study the Chinese point of view and try 
to meet it. 

Such study is well worth while if only for material 
reasons. China is the only country in the modern world 
which offers a great and expanding market for the products 
of British industry. If the wheels of trade could run 
smoothly in China, if the 400 millions of Chinese could sell 
their produce and buy the things they need with a sense 


of security and a feeling of good-will, they could provide 
a market which would alone be sufficient to settle the 
problem of unemployment in this country. We cannot 
afford to neglect so great an opportunity. 


The Chinese Grievances 


What then are the reasons for this agitation? The 
Chinese themselves have stated them in a perfectly clear 
way, and we may as well start from their point of view, 
which is after all the only way of discovering a road to 
settlement. ‘Their main grievances against us are stated 
to be as follows :— 

1. The Chinese claim that the measures adopted in 
quelling the demonstration at Shanghai on May 30 were 
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unduly harsh; and that the municipal conditions in 
Shanghai, which make possible such action by a purely 
foreign Administration against Chinese on Chinese soil, are 
intolerable. Every Englishman deplores the loss of life 
and suffering caused by this incident, and there can be no 
doubt that an immediate investigation and settlement 
would have occurred had the British alone been concerned. 
But the international status of the Settlement has involved 
all the complications and delays of international negotia- 
tions. In the meanwhile the burden of dissatisfaction 
has been borne by the British owing to the fact that the 
personnel of the police force immediately concerned was 
largely of British nationality. 

2. The International Settlement at Shanghai is adminis- 
tered by a Municipal Council, elected by the foreign rate- 
payers and functioning under regulations approved by the 
Diplomatic Body at Peking. ‘The Council is charged with 
the municipal government of the Settlement, including 
its police protection. There is at present an American 
chairman of the Council ; the Japanese have one representa- 
tive, the Americans two. The British have six. The 
French have their own concession at Shanghai and might 
well have stood aside in this affair. ‘The Chinese residents, 
who pay a major portion of the taxes in the International 
Settlement, are not represented on the Council. It may be 
argued that the Settlement in question is set aside by 
treaty as an area for foreign residence and that, in acquiring 
property there, the Chinese acquire a security which is 
absent from other parts of China, and that they have thus 
a contractual obligation to abide by the treaty provisions. 
‘That point, however, involves logical and human con- 
siderations which are sometimes hard to reconcile. The 
Chinese claim that, in admitting them to residence, to the 
ownership of property and the onus of taxation, the 
foreigners have tacitly recognized their position and owe 
to them a fair measure of representation on the Municipal 
Council. With this view the large body of responsible 
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British opinion has long been in agreement. Its formal 
acceptance would go a long way to ease the present situation. 

3. The Municipal Council has gradually extended the 
scope of its authority, has assumed control over the “ Mixed 
Court ” which tries purely Chinese cases in the Settlement, 
and has made plans for the extension of the municipal 
roads far beyond Settlement limits. Shanghai, like most 
other human communities, has found it difficult to restrict 
its activities to hard and fast boundaries. Efficiency 
within Settlement limits has encouraged administrative 
expansion, and the inevitable clash has at length occurred 
between the security of life and property within the 
Settlement and the sovereign rights of China. The status 
of the Mixed Court and the boundaries of the Settlement 
are clearly matters for adjustment, by which both sides 
have much to gain. 

4. All foreigners in China have enjoyed under treaty 
what are known as exterritorial privileges. They are not 
subject to the Chinese Courts and Chinese laws, but to 
their own laws administered by their own Consular Courts. 
In the early days of international trade, when foreign 
communities were small, inconspicuous and reputable, 
the Chinese were only too glad to be free of the responsi- 
bility of keeping order among these strange visitors from 
overseas. But the foreign communities have grown in 
numbers and in strength, and undesirable members have 
introduced flagrant abuses. The smuggling of arms and 
noxious drugs, dual nationality, the conflict of national 
legal standards, and the misuse of national flags have 
attracted attention to the anomalies, injustices and abuses 
of an exterritorial system for a heterogeneous community, 
With the realization of these abuses and a growing sense 
of the loss of prestige involved in exterritorial concessions, 
the Chinese have gradually discovered that the foreigners 
no longer present a united front in upholding their ex- 
territorial rights. After the Great War the victorious 
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Austrian privileges of consular jurisdiction. The subjects 
of those Powers have come under the jurisdiction of the 
Chinese Courts. And finally, Soviet Russia has made a 
gracious gesture and voluntarily surrendered the exterri- 
torial rights of Russians in China—by which surrender 
they had incidentally little to lose, for they are mainly 
concentrated in the area of the Chinese Eastern Railway 
in North Manchuria. And so a popular cry has arisen 
for the abolition of all exterritorial rights. Responsible 
Chinese are well aware that such abolition would involve 
dangerous responsibilities for China. It is recognized, 
however, by every thoughtful foreigner that the abuses 
of exterritoriality should be remedied without delay. 

5. The Chinese import and export tariff is limited 
by treaty to a uniform basis of 5 per cent. In the early 
days of their foreign intercourse the Chinese had neither 
the commercial experience nor the administrative machinery 
to control the customs returns of foreign trade. The 
early traders were subjected to such conditions as were 
personally insupportable and made any expansion of trade 
impossible. National honour and dignity and a sense of 
international fair-play demanded some consideration for 
the traders and the trade from foreign countries. Since 
the conclusion of the Treaty of Tientsin in 1858, which is 
the basis of all foreign trading relations and customs pro- 
cedure in China, great developments have taken place in 
the foreign trade of China. It is now universally recognized 
that a more scientific tariff, a better regulation of inland 
trade and taxation, and a more substantial customs revenue 
should at once be arranged. 

6. In 1922 the Powers assembled at the Washington 
Conference concluded treaties, undertaking that a Con- 
ference should be held in China for a revision of the customs 
tariff and the regulation of internal taxation ; and that an 
international Commission should visit China to enquire 
into the working of the exterritorial machinery with a view 
to the remedy of abuse and its gradual merger into the 
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Chinese system. The Washington Treaties were promptly 
ratified by Great Britain, but France delayed ratification 
for over three years, pending the settlement by China of an 
entirely extraneous issue. The onus of this delay has 
perforce been shared by all the Powers concerned. The 
Chinese claim that the Powers have treated them with less 
than courtesy and less than justice in permitting a delay 
of three years in the fulfilment of their Washington 
obligations. This delay, probably more than any other 
single incident, has caused profound dissatisfaction in 
China against all the Powers. 


Proposals for Settlement 


The match which started the conflagration was un- 
questionably the shooting incident at Shanghai on May 30. 
That incident, though a British complexion was given to it 
owing to the personnel of the police, was really an inter- 
national question and can only be settled by a judicial 
enquiry into the facts. The Foreign Secretary, the Lord 
President, and the Under-Secretary of State have recently 
given assurances in both Houses of Parliament that H.M. 
Government has worked diligently to that end, and it is 
hoped that the constitution of the Court of Enquiry, which 
will include representatives of the Powers most directly 
concerned, will convince the Chinese of the determination 
of the Powers to see that justice is done and all legitimate 
grievances removed in connection with the Shanghai 
incident. Assurances have also been given that H.M. 
Government is ready and anxious to proceed with the 
negotiations regarding the Customs Tariff and _ exterri- 
toriality promised at Washington. ‘These undertakings 
presumably define the policy of H.M. Government in rela- 
tion to China, and cover our international obligations. 
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III. Tue Britisn Position 


UT we cannot afford to allow our international com- 

mitments in China to overshadow our national 
interests. Nor should we be wise to allow the recent disas- 
ters to pass without being sure that we understand their 
real meaning to us, and without making up our minds that 
the British position in China will be as secure in the future 
as statesmanship and commonsense can make it. We have 
too great an interest at stake in China to run any risk of 
muddling through, or blinding ourselves to the realities 
of the situation. The incidents leading up to the boycott 
were laid at the door of the British, the boycott itself has 
caused us incalculable loss. We were singled out for attack 
because we have always played a leading part in China’s 
international affairs and because our interests are highly 
conspicuous. We are a slow-moving people, but we are 
not unimaginative as arace. If we have the vision to grasp 
the real meaning of this warning it will prove one of the 
greatest blessings in our recent history. 

We are now faced with a great opportunity. It is our 
duty to see that that opportunity is not frittered away in 
the casuistries of diplomatic negotiation, and that British 
interests in China are not sacrificed to international con- 
fusions in other parts of the world. This result will only 
be achieved if the British case is entrusted to a real leader, 
to a statesman with the vision to realize the greatness cf 
the issue, the courage to face the issue and the gift of 
leadership necessary to carry through a readjustment of 
our relations with China on broad and generous lines. 
The Chinese demand, and with some justice, that there 
shall be an end to the treatment of their affairs with good- 
humoured but patronizing nonchalance and that they shall 
receive the consideration due to a great nation, a great 
civilization, a great producer and a great customer. 
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The great trading concerns interested in China have long 
realized that it is not possible to exercise a detailed direction 
over their affairs in that vast, distant, and unusual country 
from a European or American centre, that they cannot 
judge fairly of Chinese events or wisely direct activities 
in China, when those activities are subject to constant 
reference to a distant headquarters. It is surely time that 
our diplomatic affairs were treated somewhat in the same 
way, and that we selected a British representative of such 
calibre that he could handle our national affairs in China 
with authority and promptness and without undue risk 
to international comity. Great as that responsibility 
would be in the conduct of current business it will be even 
greater during the constructive period of treaty revision 
now before us, when the foundations of our future relations 
with China must be laid upon a basis of new and better 
understanding. The appointment of a British representa- 
tive who can review our whole position with detachment 
and vision is the first and greatest need of British policy 
in China. 


The Commercial Position 


We owe our present material interests in China to the 
courage and enterprise of a handful of men who went out 
there during the last century to live and to trade. Being 
good-natured, tolerant people, with natural driving-force 
and a constant hankering after efficiency, they gradually 
acquired a very considerable influence with the Chinese ; 
they taught them the value of business organization, they 
assisted in the construction of railways and the adaptation 
of modern water transport, they hinted at methods of 
producing in bulk the raw material required by the indus- 
trial world, and they encouraged the use of imported articles 
by creating demand by supply. They gave incalculable 
assistance to the Chinese in developing the real wealth 
of China. For one reason and another they settled in the 
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little water-tight communities of the Treaty ports and 
foreign settlements, where they made good profits mainly 
from commissions, devoting their leisure to sport and to 
amateur government. The houseboat days, the paper- 
hunting, the racing and the snipe-shooting of Shanghai 
are as highly organized as its municipal affairs. ‘They got 
on admirably with the Chinese and there was little mutual 
interference, an amazing freedom and absence of restriction, 
a common will to live and let live. The China Treaty ports 
have provided several generations of Englishmen with one 
of the most delightful outlets that can be conceived for 
healthy, well-mannered and efficient young men, who 
have maintained even to this day a great deal of the mer- 
chant-prince tradition in the conduct of their life and 
work. 

Those Arcadian conditions are being slowly modified 
by the troublesome incursion of competitors, mostly of 
non-British nationality, who, finding no great place for 
themselves in Treaty-port society, have thrown in their 
lot with enterprising and modern-educated Chinese and 
have set out to found their fortunes in the interior, or have 
put their Chinese friends in direct touch with producing 
and purchasing firms in their home countries. The Ger- 
mans especially are working along these lines and are 
tapping a great deal of business before it reaches the Treaty 
ports. 

A further element of competition has arisen from the 
great national combines, such as the cotton interest in 
Japan, which exercise an immense influence over the pur- 
chase of raw cotton, the production of cotton-cloth and 
the distribution and sale of cotton yarn and cloth. Unless 
British producers can find some method of co-operating 
with one another and financing their distributing machinery 
on broader lines than those now existing, their supremacy, 
their very existence, is doomed in the China market. 

It is a fact, though it is little realized in England, that, 
whilst the foreign trade of China is developing steadily 
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and is likely to develop by leaps and bounds, British trade 
in many lines is slipping backwards and is losing its enter- 
prise and vitality. 

The atmosphere of the Treaty ports is a asia responsible 
for this weakening in the British position. Hard work 
has ceased to be fashionable, the amenities of life come 
too easily, there is too much money to be made in com- 
missions, speculative investments and dealings in 
land. 

Trade, real trade, the expansion of the market—the 
very future of the British in China—is dependent on a new 
attitude of mind, a better understanding of the Chinese 
point of view, a better knowledge of the country, the 
language and the people. It would not be a good thing 
either for the Chinese or for the British if exterri- 
toriality were abolished just now and if the privileged 
status of the Treaty ports were entirely abolished. But 
there can be no real expansion of British trade, there will 
in fact be a steady falling off in that trade, unless radical 
changes are made in the attitude of the British Government 
and of the British resident in the Treaty ports to the real 
issues in China. 

The signs of the times have been clear for many years, 
but they have been little heeded. The recent crisis, 
the strikes, the boycott, the violent and widespread agita- 
tion against the British are the writing on the wall. It 
will be a strange thing if the truth is still ignored. The 
British have the remedy in their own hands, they have men 
of enterprise and of vision, they have experience, they have 
the knack of getting on with the Chinese, the same sense 
of values, the same sense of humour, the same sense of 
business honour, and they have the goods the Chinese 
need. Let them be up and doing, with courage and faith. 
It is late in the day, but it is not yet too late. If the boycott 
serves to bring home some of these truths to our people 
it will have been a blessing indeed. We needed a reminder 
that there was something rotten in the state of our affairs, 
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and we have purchased the experience at a frightful cost. 
Let us turn it to good account. 


IV. Curna’s VITALITY 


O summary of the situation in China will be complete 

just now unless it reveals something of the move- 
ments which are developing among the Chinese. We are 
too often led astray by thinking about them as one of the 
“Oriental Peoples.” They are, of course, an oriental 
people, but they have at least one characteristic which we 
like to think of as essentially Western. They are above all 
things a vital people. They are very naturally and very 
justly proud of their civilization; they are conscious that 
that civilization has stood the test of time whilst other 
civilizations have risen and fallen. They have learned 
some lessons from the war period that have escaped those 
who are more closely entangled in the chaos of Europe. 
They see the limitations of force and they have learned 
how to resist it. They have discovered the vulnerable 
spots in the harmony of the white races and they are 
prepared if necessary to make use of their knowledge. 
They have used the Communist propaganda—so fully and 
freely supplied by Soviet Russia—for their own ends. 
They are determined to resist intrusion and patronage from 
the West. 

It is easy to paint a picture of chaos in China. We 
are not more conscious than the Chinese themselves of the 
unfortunate dissensions in the country, the continuing 
struggle to create some national government for that vast 
area. But we are more disturbed about the situation even 
than they are. We are perhaps more affected by it than 
they are, for our interests are more highly organized, more 
centralized, more conspicuous and therefore more suscep- 
tible to attack. We irritate them by our constant railings 
at their misfortunes. We attribute our losses too much to 
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their unrest, forgetting that we ourselves show little elas- 
ticity, that our success in their country is now, that it 
will be for very many years and perhaps for all time, 
dependent on our capacity to live and work under con- 
ditions over which we as foreigners can have little control. 
We cannot force or cajole China into settlement. We 
might help them towards settlement, and it would be 
a good thing for us as for them if we could do so. But we 
cannot help them unless and until they seek our help 
freely and willingly. And they will not do that until we 
have removed one great fear—the fear of exploitation. 

We cannot overlook the fact that China has been ex- 
ploited in the past, though the era of exploitation, of one- 
sided concessions, is fortunately at an end. The foreign 
Powers beat open the doors of China by force. They 
had at least the justification that China refused to admit 
their people or their trade on terms of neighbourliness 
and equality. National honour and national interests 
were at stake. The foreigners have maintained and even 
extended their position by force. But it is fortunate that 
they have also established a certain common ground in the 
process. The Chinese and the British, with whom we 
are chiefly concerned, have got along together far better 
than might have been expected in the circumstances. 
In spite of the recent troubles it is not too much to say 
that there is a very real understanding between them, 
founded upon the solid rock of mutual respect and common 
interest. Closer personal relations will have to follow. 

If once we could remove China’s fear of exploitation, 
once do away with the “ inferiority complex ” which now 
prejudices every effort at common action, and once convince 
them of our good will and good faith, we could give them 
very practical help and receive very practical help from 
them. Confidence is all that is needed. 

They want td improve and modernize their trade, their 
industries, their education, their administrative machinery, 


their revenue, their communications and their system of 
688 





Britain’s Opportunity 

government. They have had the courage to grapple with 
all these problems, perhaps too quickly in some cases, having 
regard to the great area of their country and its paucity 
of communications. Within the last fifteen years they 
have faced three great revolutions—the political revolution 
which overthrew the Manchu dynasty and established a 
republic, the industrial revolution which replaced a multi- 
tude of village industries by a not inefficient factory 
system, the intellectual revolution which has transformed 
their social life, brought to the front large numbers of 
earnest and patriotic reformers, changed the whole status 
of their women, introduced a language of universal appeal 
throughout China, and founded a sense of Chinese nation- 
alism which will prove the greatest blessing or the greatest 
menace of the modern world. 


V. Brirain’s Opportunity 


HE choice now lies before us—shall we co-operate 


with China, win her confidence by sincerity and 
service and be bidden to help in her regeneration; or 
shall we stand aside, unwelcome critics, whilst bitterness 
grows apace and whilst she marshals her forces against us ? 
Even if we disregard the vast material interests which we 
have at stake it is not the way of the British to take advan- 
tage of other peoples’ troubles. We have sometimes the 
vision to see great truths, we have the courage and the 
enterprise to see them through. Our recent troubles in 
China will not have been in vain if they bring us to a 
realization of the truth, to a just appreciation of China’s 
needs. She asks us first of all for just and equal treatment. 
That should not be difficult. It is the first essential, 
for it would form a foundation of confidence. Confidence 
once established, she would most surely invite our help. 
And we could help in many ways. We could help her to 
increase her revenue, to meet the just financial require- 
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ments of the provinces, to strengthen her administrative 
machinery, to modernize her Courts, to regain and maintain 
control of her national railways, to remove abuses in foreign 
jurisdiction, to abolish the unequal taxes that are strangling 
trade, to improve industrial conditions, to stabilize her 
opium policy on a basis of commonsense, to guarantee 
freedom of trade and security to Chinese and foreigners 
alike, and to take her proper place in the family of nations. 
This may sound an ambitious programme, but it is not as 
difficult as it looks. Brains and courage are not lacking 
in China. Every one of these problems has been well 
considered and many of them could be dealt with quickly 
and effectively, given real co-operation. 

But we cannot play a worthy part in China unless and 
until we are prepared to regard the China problem from a 
new angle. Let us cease our railings, set our own house in 
order as far as the Chinese are concerned, and convince her 
that we are in earnest. We know too little of China, we 
allow ourselves to be hypnotized by endless repetitions of 
meaningless names and petty intrigues, we lose sight of our 
real needs and their real needs, clinging to little privileges 
and neglecting great opportunities. Let us select one of 
those statesmen who has proved his mettle, his courage, his 
ability and his capacity for understanding something of 
his neighbours’ point of view. Let him help to put us on 
a new course. And let us get to work in earnest with a 
commonsense policy in China. 

Every one of the Great Powers, with the single exception 
of Great Britain, has now made some gesture of friendship 
towards China. America has appointed her delegates for 
the Tariff Conference; Japan has settled her industrial 
troubles, out of which the British boycott arose ; France 
has adjusted her financial problems ; Russia has retroceded 
her exterritorial privileges, and secured her commercial 
position on the Chinese Eastern Railway ; Germany and 
Austria have recognised the jurisdiction of the Chinese 
Courts, and are concentrating on commercial expansion ; 
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and by the appointment of new diplomatic representatives, 
and the presentation of their credentials, several of the 
Powers have extended to the de facto Government at 
Peking the courtesy of recognition. Great Britain still 
stands firm upon the correct but frigid basis of international 
action, awaiting unanimity among a group of 16 Powers, 
most of whom have little interest at stake in China. In the 
meanwhile we are carrying the whole burden of the trouble, 
the immense material losses arising from the boycott, and 
the accumulating bitterness of misunderstanding. A little 
leadership, a little courage, a little kindliness, would go a 
long way to ease the strain. 





BRITISH INDUSTRY AND THE 
FUTURE 


INCE the last issue of this review was penned, the 

industrial situation of the country and its appreciation 
have undergone a profound change. In the early months 
of the year it was realised that the pleasant hopes of trade 
recovery, to which the experience of 1924 had given birth, 
were not to be immediately fulfilled. Another “ check ” 
was already making itself felt, not only in the United 
Kingdom, but also in other industrial countries. It was 
believed that it might only be a temporary setback, but, 
as the weeks ran on, the portents grew steadily more 
unfavourable. The Budget, with its return to the gold 
standard and its imposition of further substantial charges 
on employer, worker and taxpayer to support the new 
pension scheme, did nothing to relieve the thickening 
shadows. The clouds which threatened peace in the mines 
and the railways showed no sign of dissolving, but rather 
seemed to roll up with growing menace. Suddenly the 
country was startled in June by a jump of over 100,000 in a 
fortnight in the unemployment figure, which brought 
the monthly total to 1,368,126—an increase of nearly 
320,000 since a year ago. Coming at a season when 
employment is usually at its apex, and coming after the 
prophecies of a steady improvement once a strong Con- 
servative Government was in power, this unpleasant 
revelation brought home sharply to the country that all 
was far from well. It even suggested that, instead of 
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climbing slowly out of the disheartening slough of industrial 
depression, the people might have to face another winter 
almost as bad as that of 1921. 

Nothing that has since occurred warrants a much more 
optimistic prevision. Succeeding events have only ren- 
dered the picture more sombre. The President of the 
Board of Trade, with commendable candour, gave a careful 
review of the whole trade position in Parliament, from 
which he drew the conclusion that for the past twelve 
months “ probably we are hardly better than square on 
the trade account,” after making allowance for every asset, 
visible and invisible, which might properly be set against 
the excess of imports over exports. From this general 
indication of the nation’s depleted wealth, public attention 
was directed to the highly critical condition of one of the 
great industries on which that wealth has largely depended. 
At the moment of writing,* the coal trade is on the verge 
of a stoppage which, should it occur, will be most bitterly 
and obstinately fought, simply because both sides feel 
that their situation is already so desperate that it cannot 
become much worse. For, as the facts gradually trickle 
out into the light in speeches and statements and proofs 
of evidence, it is becoming manifest that the trouble is 
not merely a question of prices and wages, but reaches 
right down to the economic roots of the mining industry. 
To complete the darkness of the prospect, there are festering 
conflicts in the railways and the engineering trade, which 
may easily break out into open war, as has already happened 
in the wool textile trade, where 135,000 men and women 
are already on strike. These facts, combined with the 
declared intention of the railwaymen and transport workers 
to support the miners, constitute an inflammable situation, 
which may easily produce an upheaval of the first magnitude. 

It may be permitted to hope that in economic circum- 

* This article was written just before the threatened stoppage was averted 


by the decision of the Government to grant a subsidy. This decision is 
referred to in a postscript. 
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stances which are already serious enough reasonable 
counsels will prevail and that additional waste and loss 
will be avoided in a contest which can in no case bring 
complete victory to either side. But whether a stoppage 
takes place or not, the whole industrial situation is and 
seems likely to remain sufficiently grave to make it the 
principal national preoccupation for some time to come. 
This may not be wholly a bad thing. It was necessary 
that a shock should come before public opinion could be 
expected to look beyond its everyday worries and undertake 
a serious enquiry into the assumptions upon which the 
national welfare rests. 

We know that we have to sell our coal and manufactures 
to buy our food, but as long as there are no open troubles, 
we naturally assume that the industrial basis, upon which 
our national livelihood depends, is sound. At the close 
of the war there was a good deal of talk about a “ new order ” 
in industry as in other things, but nothing very much 
seemed to come of it. Industrial peace did not ensue. 
There was a coal strike and a railway strike, in which the 
men’s claims were generally judged to be impracticable, 
and in which they were accordingly defeated. ‘The slump 
followed with its sequel of chronic unemployment and 
progressive reductions in wages. But with the gradual 
improvement of trade it was generally taken for granted 
that there was nothing radically wrong, and that the clouds 
would eventually pass away. The present crisis, however, 
has disturbed this relative complacency, and in some 
quarters has produced exaggerated cries of alarm. ‘There 
is no cause either for optimism or panic; but the time 
has come to test the foundations of our industrial fabric 
to make sure that they are solid at every point. A very 
thorough investigation is needed, which shall begin by 
distinguishing clearly between the causes of depression 
of a general character, over which we as a nation have 
no direct control, and those which spring from weak- 
nesses or shortcomings in our own industrial structure 
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and organisation and are therefore capable of remedy. 
A complete stocktaking of this kind is overdue, and the 
object of this article is to suggest some points to which 
enquiry should be directed. 


I. UNEMPLOYMENT AND Wortp CoMPETITION 


N order to start with a proper sense of perspective, it 

is important not to overestimate the gravity of the 
present situation, serious though it undoubtedly is. ‘Two 
cardinal facts must be clearly grasped on which sufficient 
emphasis has not perhaps been laid—first, that the present 
unemployment is probably not altogether unprecedented ; 
secondly, that our proportion of the world’s trade has not 
yet shrunk. 

That 1,300,000 men and women should be workless is a 
sufficiently disquieting phenomenon which no one need 
seek to minimise, but it would be a mistake to suppose 
that it denotes any permanent enfeebling of the country’s 
industrial power from which no ultimate recovery is pos- 
sible. Past experience shows that crises of comparable 
magnitude have been weathered successfully. ‘The actual 
unemployment figure is no proof that the country cannot 
again emerge from its present trials into renewed prosperity. 
The difference between the present and previous depressions 
is that we now realise exactly the extent of the evil, whereas 
former generations could only guess at it in the absence of 
any adequate statistics. Until 1910 there were no un- 
employment figures except those compiled by the trade 
unions which only covered certain industries, and those 
incompletely. Only since the extension of unemployment 
insurance practically to the whole industrial population in 
1920, has it been possible to ascertain with anything like 
precision the number of those out of work at any given 
moment. At the same time the trade union statistics are 
sufficiently accurate and comprehensive to enable us to 
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form a fairly approximate idea of the extent of unemploy- 
ment in the past and to institute a comparison with the 
present. The trade union returns showed that in May 
last 10°I per cent. of their members were without work, 
while the insurance returns showed that 11°2 per cent. of 
the insured population, or 1,294,965 persons, were in the 
same state. In 1908, a year of acute depression, the trade 
union percentage of unemployment was 7°8. At a con- 
servative estimate, it may be reckoned that the total number 
of unemployed at that date was in the neighbourhood of 
g00,000 out of a population smaller by about four millions 
than that of to-day. Again, during the period 1901-1914 
the trade union figures show an average level of unemploy- 
ment of 4°4 per cent., which probably represents a total 
for the whole country of between 400,000 and 500,000. 
Of course, the majority were not out of work for a prolonged 
period, but if the modern criterion had been applied to 
the decade before the war, it would probably have revealed 
an average unemployment figure of nearly half a million, 
rising, in the most unfavourable year, towards a million. 
‘These facts may be an unpleasant reminder of the extent 
to which the workman is threatened with periodical un- 
employment under modern industrial conditions, but at 
least they suggest that the present crisis is not so unparal- 
leled in its intensity as to lead us to despair of a return to 
better times. 

The second cardinal point is that Great Britain is not 
getting a smaller share of international commerce than 
before the war. It was recently stated by the President of 
the Board of Trade and confirmed by the Report of the 
Balfour Committee that so far we have held our own in 
competition for overseas markets. The belief that lower 
wages and longer hours on the Continent are cutting out 
British goods is not justified by the facts to any substantial 
degree, though an international standardisation of the 
working week would be a valuable guarantee against unfair 
competition. What is true—and, as Sir Philip Cunliffe- 
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Lister pointed out, it makes the position rather more 
serious—is that our export market has actually shrunk in 
relation to our total production. That is traceable to 
two main causes—the general impoverishment of our cus- 
tomers due to the war and the growth of home manufac- 
tures in foreign countries, which makes them less dependent 
on imports from abroad. More stress is popularly laid on 
the second of these factors than on the first, but it may be 
doubted whether sufficient allowance is usually made for 
the immense loss of purchasing power and the immense 
economic disorganisation which the war produced. Because 
it began eleven years ago, it is coming to be regarded as 
ancient history. But the precedent of the post-Napoleonic 
period suggests that, while a great war may quickly pass 
out of the public mind, its economic consequences dog its 
victims with a terrible persistence. In her valuable little 
study of this period,* Mrs. H. A. L. Fisher has lately 
pointed out that “the distress” between 1815 and 1830 
was ascribed to all the evils upon which our daily Press 
rings the changes — public extravagance, high taxation, 
foreign tariffs, over-population, under-production, the 
burden of war debts, foreign exchanges, deflation, and so 
on; but in the end none of these evils could be eradicated 
except by the gradual rebuilding of the world’s prosperity. 
The process occupied fifteen years of alternating hope and 
discouragement, the final slump in 1825 coming after a 
short cycle of premature confidence when it was wrongly 
thought that ten years’ suffering had finally brought the 
nation out of the wood. We are now passing through a 
similar experience, which no human intelligence could 
prevent, and on the whole we have managed to meet it far 
more successfully than our ancestors. However much the 
so-called “ dole” may be ignorantly abused, it has un- 
questionably preserved our working population from the 
extremities of misery and starvation which they knew in 


* Then and Now, by Mrs. H. A. L. Fisher (Oxford University Press). 
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former times. Leaving aside any more humane considera- 
tions, their physical health and efficiency have at least been 
maintained to a degree which must appreciably assist in 
our economic recovery. 

There is, then, no ground for taking an unduly alarmist 
view of our present position. It does not follow, however, 
that there is no ground of anxiety for the future or that 
it is sufficient to await gradual improvement with philo- 
sophical resignation. There is no doubt that, although 
the world has been temporarily pauperised by the war, 
the struggle for its markets as recovery proceeds is bound 
to be more intense than in the pre-war period. It is 
true that there is no limit to the world’s potential con- 
sumption. As countries become richer by the develop- 
ment of their own industries, their capacity for purchasing 
the products of other countries will increase. ‘The develop- 
ment, for instance, of oriental industry has a bright as well 
aS a menacing aspect for western commerce. ‘Though 
India, China and Japan are beginning to supply themselves 
with cotton and other goods, which they previously 
imported from Europe or America, the process of industrial- 
isation is gradually raising the standard of living of their 
vast populations and rendering them capable of buying 
many other things from abroad, which did not previously 
come within the range of their domestic economy. ‘There 
is an immense undeveloped market in Africa, as the civilisa- 
tion of its inhabitants advances. But though there are 
indefinite possibilities for trade expansion, its march will 
inevitably be slow and in the meanwhile the competition 
in the overseas markets, upon which we must so largely 
depend for our living, is certain to become more acute, 
We have lost a great part of the advantage of a long start 
which we enjoyed during the 19th century. Other coun- 
tries, particularly the United States, Germany and France, 
have greatly improved their plant, organisation and capacity 
of production during and since the war. Unless we can 
keep pace, or even remain a few lengths ahead, in every 
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branch of mechanical and scientific progress, and unless 
we can secure the maximum output based on close and 
cordial co-operation between employer and workman, 
we Shall inevitably fall behind. 

A good instance of this intensified competition is fur- 
nished by the coal industry. The first fact that strikes 
the eye is that the total output of coal in the world in 
1924 was less by nearly 10,000,000 tons than that of 1913. 
While partly due to the general slackness of industry, 
this deficit is also due to the development of other sources 
of power, such as oil and water-bred electricity, and to 
more economical methods of consumption. The number 
of ships burning oil-fuel, for example, has risen from 2 
per cent. in 1914 to about 30 per cent. to-day. The use of 
water-power for transport and industrial purposes is being 
very rapidly multiplied in France, Italy, Switzerland and 
America. The war, by forcing reduced consumption of 
America. Even the Irish Free State is embarking on 
a bold scheme for obtaining electricity from the Shannon 
and its lakes. Finally, the war, by forcing reduced con- 
sumption of coal, taught manufacturers in all countries 
how to cut down their orders. At this moment the supply 
is enormously in excess of the demand. The present 
crisis is due to causes which affect not Great Britain alone, 
but every coal-producing country in an almost equal degree. 
They are all overstocked. The Ruhr district, which carried 
a stock of about 1$ million tons before the war, had 6% 
million tons at the pitheads in December of last year, a 
figure which had risen to 8 millions in March and is, no 
doubt, higher now. There are great idle stocks in Belgium 
and the United States, as well as in this country.* The 
result is that stagnation and unemployment are setting in 
everywhere. It is not only the British miner who is 


* According to an answer in Parliament on August 5, surplus stocks 
were reported to be, in metric tons; the Ruhr about 10 million (June 30) ; 
Belgium 1°8 million (May 21), probably 2 million at date of question; 
Czecho-Slovakia nearly 300,000, and Russia 2°03 million in February. 
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suffering, but all miners. The Deutsche Bergwerks Zeitung 
recently gave a list of pits closed and workers dismissed 
during the last few months in the Ruhr. Up to the end 
of June nearly 33,000 men had been thrown out of work, 
and the number is still increasing. The paper also stated 
that further reduction of prices had been considered and 
rejected as being unlikely to serve the purpose of enabling 
stocks to be disposed of. In every coal-producing country 
wage-cuts and longer hours are being demanded by the 
coal owners in the hope of obtaining a larger share of the 
international demand, which in all probability cannot 
suffice to go round. In Belgium, France and the United 
States strikes are threatened to resist reductions varying 
from § to 20 per cent. proposed by the employers., In 
Germany similar reductions are threatened. The Saar 
coalfield is already on strike. If wages are forced down 
by all our neighbours as well as by our own coal owners, 
it may be asked whether anyone will benefit. Is a longer 
shift and an augmented production of coal likely to help 
a situation of which the vital feature seems to be that the 
existing supply is far in excess of any possible demand ? 
An internecine cutting of prices is threatened, in which the 
miners will suffer everywhere and from which the owners 
as a whole can profit nowhere. A better example of the 
“tooth and claw” competition, as American writers 
have called our post-war economics, could hardly be 
found. 

The coal position is exceptional to the extent that the use 
of substitutes for power production has aggravated it, 
but if there were no oil and no “ white fuel ” in the world, 
the struggle for the market would be only a few degrees 
less intense. In nearly every industry the demand is 
unequal to the potential supply. If employment is to 
be found for our industrial population, which continues to 
grow every year, industry must continue to expand steadily 
and ceaselessly. Despite war losses and the bad times 
through which we are passing, it is nevertheless the fact 
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that the number of persons actually employed in industry 
is almost certainly greater than it was in 1913. But that 
is not enough. If we are to keep our heads well above 
water, we are obliged to increase our production yet 
further, and if we are to sell our goods when produced, 
we must keep their cost lower than that of our com- 
petitors. 


II. Tue Repuction or Costs. AMERICAN EXPERIMENTS 


OW there is more than one way of cutting costs. 

The most obvious and therefore the most common is 
to cut wages. No doubt some reduction of wages was 
inevitable and comparatively innocuous as long as the cost 
of living was falling ; but there comes a point beyond which 
it is harmful to the country as a whole. An underfed 
working population means an unhealthy, discontented 
and inefficient working population. The recruiting statis- 
tics showed clearly enough that the physical standard of 
our great towns was poor enough. We cannot afford to 
depreciate it still further. But, apart from this, the 
doctrine is fast gaining ground in America that to reduce 
wages is a bad economic policy, only to be adopted as a 
last resort. An opinion which is strongly held by two such 
eminently successful men of business as Mr. Henry Ford 
and Mr. Edward A. Filene is at least worth very serious 
consideration. The former puts his case this way: 


Cutting wages is the easiest and most slovenly way to handie the 
situation, not to speak of its being an inhuman way. It is, in effect, 
throwing upon labour the incompetency of the managers of the 
business. If we only knew it, every depression is a challenge to 
every manufacturer to put more brains into his business—to over- 
come by management what other people try to overcome by wage 
reduction. To tamper with wages before all else is changed is to 
evade the realissue. And if the real issue is tackled first, no reduction 
of wages may be necessary. . . . The payment of high wages for- 
tunately contributes to the low costs because men steadily become 
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more efficient on account of being relieved of outside worries. 
The payment of five dollars a day for an eight-hour day was one of 
the finest cost-cutting moves we ever made, and the six-dollar wage 
is cheaper than the five. 


Mr. Filene, in his book The Way Out, holds with Mr. 
Ford that the future in industry lies with mass production. 
Just as the factory wiped out the handicraftsman, so in the 
new industrial revolution now beginning large scale pro- 
duction will wipe out small scale production. He believes 
that the “ Fordisation” of America is necessary and 
inevitable. 


In the super competition which will result (from the reduction of 
Europe’s purchasing power) the small business man and the ineffi- 
cient business man will have a very difficult time matching the prices 
and the service of the big factories and the big stores that do business 
on the basis of mass production and mass distribution. 


This period will ultimately witness a ruthless weeding out of the 
bus'nesses that do not go beyond mere price cutting, and wage- 
slashing. . . . The survivors will be the businesses in which waste 
has been conquered and scientific method introduced. 


His conclusion is this: 


In the future a really big business success on the basis of mass 
production and mass distribution will be impossible except as it 
makes for both high wages and low prices. . . . Low wages and 
high prices manifestly cut down that widespread and sustained 
buying power of the masses without which mass production sooner 
or later defeats itself. 


These pronouncements, based on the long and triumphant 
experience of two leaders of industrial progress in the 
United States, afford food for much reflection. They 
suggest a new point of view and a whole series of questions 
which have been singularly neglected in recent discussions 
of our industrial difficulties. They cannot be dismissed 
by saying that Mr. Ford is a genius or Mr. Filene a crank. 
What they have accomplished by using their brains can be 
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and is being successfully imitated by others in America 
who have done the same thing. Nor is it an excuse for 
ignoring American methods to say that they are inapplicable 
in England with its smaller population and- embryonic 
tariff. In point of fact these methods are being applied 
with great success in a number of British establishments. 
It is not the firms which have reorganised their works on 
scientific lines and have studied the elimination of waste 
in every department that are feeling the pinch most, nor 
are they usually the firms which pay low wages. The 
example of such firms has shown that British enterprise 
and intelligence are quite capable of holding their own. 
Nor, again, is it true that the British workman is naturally 
less efficient or more likely to be “ demoralised ” by high 
wages than the American. The great majority of the 
latter are not of American origin, but are drawn from 
Southern and Eastern Europe. Given equal opportunities, 
the average British workman is able to produce at least as 
much as the American and is at least as capable of putting 
good wages to good use. 

To reject American practice on any @ priori grounds is 
unintelligent and short-sighted. In interpreting its teach- 
ings many allowances and modifications have, no doubt, to 
be made before they are applied under British conditions ; 
but in our present state it would be folly to refuse to 
test weapons from any armoury. The Americans are our 
principal competitors in the struggle for trade. If they 
can evolve methods which produce cheaper goods, more 
goods and goods of equal quality and at the same time main- 
tain a higher standard of living for their workers, our defeat 
is certain. They have immense initial advantages in the 
shape of great natural resources, an enormous home market 
and lower taxation. If, in addition, they obtain a lead 
in the application of science to industry and in the improve- 
ment of the relations between capital and labour, it is 
difficult to see how we can hope to compete with them. 
It is worth while, then, to look at some of the recent ideas 
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which are gaining currency in the United States, with a 
view to asking whether they might not be usefully subjected 
to far more thorough and general examination than they 
have yet received in this country. It is not suggested that 
any of them is entirely novel or unknown here or that 
any of them finds universal acceptance in America. They 
are mostly still more or less experimental. What is 
suggested is that their fruits are already such as to demand 
for them very careful consideration. 

The first experiment which merits attention is Mr. 
Hoover’s anti-waste campaign. His abilities are well 
enough known in Europe to need no commendation or 
description. As Secretary of Commerce he has bent all 
his great energies and powers of persuasion to inducing 
manufacturers to co-operate in the scientific elimination 
of waste inindustry. ‘To this end he has secured the whole- 
hearted support of the United States Chamber of Commerce 
and has succeeded in inspiring the manufacturers of the 
country with something like a crusading spirit. One 
of the most interesting and striking of his activities is 
in the promotion of “simplified practice.” Instead of 
throwing overboard the lessons and machinery of the 
war, he decided to develop the experience gained by the 
War Industries Board and to apply it to improving industrial 
efficiency in peace time. Late in 1921 a report was pre- 
sented by the Federated American Engineering Society 
dealing with waste in six primary industries—metals, 
boots and shoes, textiles, building, printing, and men’s 
clothing—in which it was found that the average ingredient 
of waste amounted to 49 per cent. Acting on this report, 
Mr. Hoover at once created a new Division of Simplified 
Practice in the Department of Commerce 


to eliminate industrial and commercial wastes as a fundamental 
means of better business, of increasing values and decreasing costs, 
of stabilising employment, developing our foreign commerce, 
increasing the quantity of our products, and, in general, securing 
for every American citizen a higher standard of living. 
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(In passing, the emphasis laid in this programme on the 
attainment of better real wages and steadier employment, 
which are the basis of Mr. Ford’s and Mr. Filene’s labour 
policy, may be noted.) ‘The duty of this new department 
was to convince manufacturers of the advantages of simpli- 
fying their processes and standardising their products, 
and then to assist them in reaching these results by bring- 
ing them together and setting them to work out the means 
of achieving them. It was the manufacturers, not the 
Department, that were to do the work. Its final outcome 
was not a set of official regulations, but a voluntary agree- 
ment to adopt certain standard methods throughout the 
trade. ‘The success of the movement has been remarkable. 
Forty-one such agreements are already in operation dealing 
with the manufacture of such various articles as bricks, 
blankets, forged tools and milk-bottles. The Department 
has surveys of thirty-five further articles in hand, and an 
American Marine Standards Committee has been set up “ to 
promote simplification of practice in shipbuilding, ship- 
operation and allied industries.” 

What this means may be judged from the fact that there 
is now only one kind of brick made in the whole United 
States instead of 4o different varieties, only 4 types of 
bed instead of 78, and so on. Such horrid uniformity 
may revolt the artistically minded, but the ordinary house- 
holder is probably indisposed to grumble if he can purchase 
the best kind of blanket or kitchen-range cheaper than he 
could previously obtain inferior varieties. 

Is there nothing we can learn from Mr. Hoover’s experi- 
ment ? No doubt much has been done towards standar- 
disation by certain groups of manufacturers in this country. 
But is it certain that enough has been done? Is there no 
need for a survey of waste in British industry? Is there 
no room for a “ Department of Simplified Practice” 
in the Board of Trade, working in close harmony with the 
trade organisations ? 

These are questions which the Government, through 
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the _Committee on Civil Research, might profitably 
investigate. 

A second field which American industrialists are actively 
exploring is that of “scientific management.” In its 
earlier forms Taylorism often lent itself to extravagances 
and absurdities. The minute timing of the individual 
workman in order to extract the last ounce of effort defeated 
its own object by producing overstrain and exasperation 
against the tyranny of the stop-watch. Over-specialisation 
to such a degree that the sewing on of a button was sub- 
divided into three separate processes was found to be the 
reverse of scientific, as it destroyed the last vestiges of 
human pride in the fulfilment of a task. ‘The whole system 
caused a revolt and distrust among the workpeople, which 
meant its condemnation. But, reasonably interpreted, 
scientific management only means the constant application 
of science and thought to the organisation of industry. 
There is some degree of science in every organised establish- 
ment, but the degree varies in proportion to the intelligence 
and energy of the directing staff. Moreover, there are 
general principles which are being evolved by experience 
and reflection, and which can be learned and applied by 
anyone who sets himself to study the literature of the 
subject. A great deal is being already done in this country 
by various well-known firms and by institutions such as the 
Industrial Fatigue Research Board and the National 
Institute of Industrial Psychology. Dr. C. S. Myers 
recently stated in The Times the results of investigations 
carried out by the Institute in mines, which showed that 
by eliminating unnecessary exertion, studying the size 
and shape of the miner’s tools, regulating the intensity 
and diffusion of his lamp, it was possible to increase output 
by as much as 15 per cent., to the contentment both of 
worker and employer. As Dr. Myers says, “ Surely it is 
an obligation on the coal industry to apply and extend such 
research. Is it not conceivable that reduction of wages 
and increase in hours of work might thus be avoided ? ” 
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Experience both in England and America and other 
countries proves that when scientific methods are sensibly 
applied and fully explained to the workpeople, the latter 
are as ready to welcome them for the better earnings and 
increased output which they entail as the manufacturer 
for the addition which they make to his profits. 

It is not only in the actual processes of manufacture that 
science can be used, but in the whole conduct of business, 
from the purchase of raw materials and the distribution of 
machinery to the training and selection of labour, transport 
and sales. All these problems are necessarily solved more 
or less well by every business that pays its way, but in too 
many cases rule-of-thumb and antiquated methods make 
the yield much poorer than it might be. For the higher 
branches of management there is little or no systematic 
training attempted. ‘The idea that the young man “ who 
grows up with the business ”’ will acquire all the knowledge 
he needs still holds the field. In an age of super-competi- 
tion nothing but the best equipped brains will be able to 
stand the pace. There is already a tendency to place some 
value on a university education as giving a mental alertness 
and width of outlook which are assets in industry as they 
are in politics or administration. In America, Harvard 
University has gone a step further by establishing a graduate 
School of Business Administration. Its courses are not in 
substitution for a general education, but complementary 
to it. No one is admitted unless he has already graduated, 
and the training given is not in the elementary subjects 
which qualify for a commercial degree, but in the actual 
problems of management, both in theory and practice. The 
school is actively supported by a number of prominent 
manufacturers, whose assistance enables its pupils to get 
into contact with the living difficulties and conditions of 
industrial life. It has now been in existence for seventeen 
years, and the men it produces find openings awaiting them 
as fast as they are turned out. Modern industry is as com- 
plex and difficult a profession as any. Its leaders need as 
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thorough and prolonged an intellectual training as the doctor 
or the lawyer. It may be worth inquiring whether sufficient 
attention is being given to this aspect of industrial efficiency 
by our educational system, just as it may be asked whether 
there is an adequate recognition of the need for constantly 
revising, improving and extending the application of 
scientific method to industrial problems. 


IV. Inpustri1AL Co-oPERATION 


HE last and most important sphere in which America 

is constantly experimenting is the relations between 
capital and labour. In the last analysis they are the 
decisive factor in efficient production. This is a truth 
which is intellectually admitted by most people. Hardly a 
day passes without some fresh exhortation appearing from a 
Cabinet Minister, a bishop or a leader writer for closer 
co-operation between employers and workmen. Hitherto 
these admonitions have generally fallen on barren ground. 
The plea that they should “ get together” is seldom 
answered unless it is a question of arguing about wages or 
seeking to avoid an open conflict. The greater part of the 
industrial machinery which exists has a bargaining and 
negative purpose. It is not by these means that collabora- 
tion between all parties in industry for reducing costs, 
increasing production and promoting its general prosperity 
is likely to be effected. Employers and workmen sit 
encamped against each other, the former resenting any 
intrusion into the precincts of management, the latter 
incontinently condemning the whole capitalist system, 
because it gives them no voice or interest in the conditions 
which govern their lives. 

There are, of course, notable exceptions. There are 
industries, such as the iron and steel and the boot and shoe 
industries, where no strike has been known for years and 
where the trade union leaders enjoy a large measure of the 
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employers’ confidence. ‘There are establishments in which 
works committees have created intimate and harmonious 
relations and dispelled the mistrust which is the canker of 
industry. But instances of this kind are not the rule. 
The movement towards industrial democracy, which 
acquired a certain impetus after the war and which led to 
the formation of the “ Whitley Councils,” has for the most 
part dried up. It is true that there are still some 50 
councils in existence, but, generally speaking, their results, 
though useful as far as they have gone, have been dis- 
appointing. Only a few, such as the Pottery Council, 
have attempted by joint effort to raise the status and im- 
prove the efficiency of the industry as a whole by carrying out 
statistical enquiries into wages, average profits, selling prices 
and materials, and by studying scientific systems of costing. 
In the constitution of that Council occurs this passage : 


There is reason to hope that at any rate the day is past when 
employer and employed could never meet except for the express 
purpose of disagreement, and when the many matters in which 
interests were mutual were overlooked in the discord incidental to 
the discussion of grievances. 


The whole secret of industrial co-operation is contained in 
this sentence. It can only be realised by the separation of 
grievances from mutual interests, by dwelling upon the 
common purposes of capital and labour instead of their 
grounds for dissension, by putting the emphasis on the 
positive rather than on the negative objects of joint 
deliberation. Only where machinery has been set up and 
worked in that spirit has it really been successful in exorcis- 
ing mutual ill-will and in evolving combined and effective 
effort for improving the lot of employer and worker. 
Unfortunately, such machinery is still very uncommon, and 
hardly exists at all in our greatest industries—the mines, 
the railways, cotton, engineering and shipbuilding. These 
industries are indeed highly organised, but they are better 
organised for war than for peace. 

It is interesting to find that the same principles which 
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have made the Pottery Council a model institution of its 
kind are precisely the principles which are proving them- 
selves in America. It would be easy to quote many 
examples. Two must suffice—the Hart, Schaffner and 
Marx Labour Agreement and the recent experiment on the 
Baltimore and Ohio Railroad. ‘The former was concluded 
nine years ago between a great firm of clothing manu- 
facturers in Chicago employing 7,000 workpeople and the 
Amalgamated Clothing Workers of America, one of the 
most powerful trade unions in the United States. It came 
about at the end of a period of bitter conflict in an industry 
which was notorious for employing immigrant labour under 
very bad conditions. Strikes and lock-outs had been fierce 
and frequent, but since the initiation of the new constitu- 
tion there has never been a stoppage, production has been 
greatly augmented, and the plan has now been adopted by 
4,000 other employers in the trade employing over 200,000 
workpeople. ‘The essential features of the scheme are the 
establishment of a joint board of ten members, the workers’ 
representatives being nominated by the union, which is 
presided over by an independent chairman. This Board 
deals with all questions arising in connection with wages, 
discipline, staffing of departments, discharges and working 
conditions generally. In case of disagreement there is an 
appeal to a Board of Arbitration consisting of a neutral 
chairman and one representative of the management and 
the union respectively, whose decision is final. It will be 
noticed that the firm admitted the union to participation 
in matters which are usually regarded as being exclusively 
within the employers’ province, but the results have 
justified the boldness of the experiment. 

The case of the Baltimore and Ohio Railroad is even 
more significant. The reduction of costs was imperative 
on account of the slump of 1921-22. There had been 
disputes and strikes and much unemployment among the 
men. Early in 1923 a system of “ co-operative committees” 
was established in the Glenwood railway shops near 
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Pittsburgh by agreement between the company and the 
American Federation of Labour. The objects aimed at 
were to stabilise employment and to enlist the interest and 
co-operation of the men in effecting the necessary economies 
and improvements in the working of the shops. It was 
part of the agreement that the resulting benefits should be 
shared equally by the company and its employees, who 
were thus given a direct interest in increased production, 
but wage questions were rigidly excluded from the purview 
of the Co-operative Committees, which thus retained their 
purely constructive and technical character. 

The experiment proved surprisingly successful, and the 
system was extended to all the shops in the system. Once 
the union was convinced of its fairness, its officials actively 
encouraged their members to increase their output, to look 
for possible savings of time, material and labour, and to make 
suggestions for better working. The result was an 
immense improvement in the whole efficiency of the line. 
On their side the men benefited by better wages and more 
certain employment. The extension of the Baltimore and 
Ohio system to the Canadian National Railways is now 
under consideration. Its adoption has been accepted by 
Sir Henry Thornton, the President, and by the Canadian 
railwaymen, and the plans for putting it into full operation 
are now being worked out. 

These examples indicate the growth of the movement 
for real co-operation between employers and workers in 
America. In the long run there is no other way by which 
industry can be profitably conducted in an age when the 
utmost efficiency in production is essential. ‘To seek the 
workers’ goodwill by recognising their partnership in the 
gains and hazards of industrial enterprise is not a matter 
of liberal-minded philanthropy or socialistic idealism, but 
simply a matter of good sense and good business, if without 
it the best commercial results cannot be achieved. There 
is, moreover, another aspect of the question. As Mr. 
Filene puts it in two sentences: “ Industrial democracy 
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is inevitable, because political power has been given to 
the masses. If they cannot settle their issues inside 
industry by industrial methods, they will go outside 
industry and settle them by political methods.” In other 
words, political democracy and industrial autocracy are 
ultimately incompatible. The growth of the Labour 
party since the war may primarily be ascribed to the 
failure of industrial methods to bring about any appreciable 
change in their position, towards which large numbers of the 
workers feel a growing resentment. It is very much better 
for all parties that a change should be gradually brought 
about by voluntary means than that it should be left to 
the play of political passions. There is no open road. It 
is only by a long process of experiment and education that 
industrial democracy can be sanely worked out; but like 
political democracy, unless it is introduced by slow stages, 
it may come catastrophically. The universal recognition 
of trade unions and collective bargaining already marks 
considerable progress along the way. But the very idea 
of bargaining implies two opposing interests. The next 


step lies towards their reconciliation by bringing out the 
tie of common purpose. 


V. Some SuccEsTIoNs 


HAT, then, are the measures which suggest them- 

selves from the foregoing reflections if British in- 
dustry is to be placed on a secure basis? In the first 
place, a thorough investigation seems to be needed into 
the technical efficiency and organisation of each of its 
branches. On the commercial side, the Balfour Committee 
is already doing invaluable work, but the technical side can 
only be investigated by the industries themselves. Some 
of them have already taken the initiative. What is now 
required is a systematic effort on the part of the Govern- 
ment to stimulate others to follow their example. It is 
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impossible to reform industrial methods by official action, 
but just as the encouragement given by the Government 
afforded the necessary impetus to the formation of the 
Whitley Councils, so a strong lead similar to Mr. Hoover’s 
is needed to set on foot methodical surveys with a view to 
exposing weaknesses and devising their remedies. A 
beginning might well be made with the coal industry. 
There are many questions which the Court of Inquiry did 
not put or to which it did not obtain answers. Is it true 
that a considerable proportion of the mines are inefficiently 
worked ? Is it true that some can in no circumstances be 
made remunerative under modern conditions? Is it 
possible that great economies and a sounder business basis 
could be brought about by some system of combination, 
both for production and distribution ? Comparatively 
few people believe that the industry could be adequately 
conducted under State ownership, but many put faith in 
the doctrine that nowadays industry must be organised 
on a large scale if it is to attain the maximum of efficiency. 
If this is true of the mining industry, the country should 
realise it. We shall probably have to put away our nine- 
teenth-century fear of “trusts.” ‘They already exist in 
an open or disguised form in many directions. It is very 
doubtful whether in most cases they have injured the 
consumer, while in nearly every case they have benefited 
‘the producer. The famous “Soap Trust” probably 
made washing cheaper rather than dearer. Whether we 
like it or not, trustification is increasing, and is bound to 
increase still further. The pooling of productive, pur- 
chasing and selling facilities by great organisations makes 
for far greater national efficiency than the cut-throat 
competition of a number of small concerns with slight 
resources for renewing their plant and very limited 
sales organisation, usually more intent on preserving little 
trade secrets from their next-door neighbour than in 
putting their intelligences together for their mutual benefit. 
It may be that the concentration of industry threatens the 
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interest of the consumer, though in a free-trade country 
the threat can hardly be very serious. If it is so, the State 
can take the necessary precautions, but it is well worth 
investigating the question whether the syndicating of 
industrial resources should not be promoted rather than 
decried. One of the points of interrogation in any mining 
inquiry, for instance, might profitably be whether the 
Koblensyndikat has hastened or hampered the development 
of the German coal trade, and has hurt or helped the 
German consumer. 

The application of scientific method to industry is 
another field which might usefully be explored. Much 
could be done by increasing the facilities for research which 
already exist and by making them better known to manu- 
facturers at large by systematic propaganda. It might 
even be worth while to send a small body of experts to 
study and report on the more recent scientific ideas of 
management in the United States. At the same time, 
some judgment might be formed on the value of a higher 
business education such as exists at Harvard. If America 
has nothing to teach us, we shall at least be none the worse 
for knowing it. 

Finally, there is the vital question of the relations 
between employer and worker. The Prime Minister has 
issued constant appeals for a better spirit and closer co- 
operation. As he said at Knowsley, 


We are challenged throughout the markets of the world by indus- 
trial nations, some old, some new, no less well equipped than we 
are... . But they are relatively free from industrial strife, and we 
are not. ‘Their main energies are concentrated on efficient produc- 
tion, and ours are not... . We want a full-hearted co-operation 
in England in the pursuit of efficient production, and efficient 
production does not necessarily mean low wages or long hours. 


So far these appeals have remained unanswered. Neither 
side has shown any disposition to move. Nor indeed are 
they likely to move unless some strong and convincing lead 
is given. To bring men together who have been accus- 
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tomed to regard each other with antagonism and suspicion 
is an exceedingly difficult thing, and it is much more 
difficult now than it was in 1919, because no practical 
effect was given to the recommendations of the various 
joint conferences and enquiries of those days. Of this the 
refusal of the Miners’ Federation to attend the recent 
Court of Inquiry affords an eloquent illustration. But the 
need is far more urgent now, and the British working man 
is certainly not by nature intransigeant or averse to compro- 
mise. He realises as well as the employer that his livelihood 
depends on industry. Once imbued with the consciousness 
of a joint responsibility, he might be found surprisingly 
ready to assist in the reduction of costs and the removal 
of hampering restrictions. What can be done on American 
and Canadian railways can be done equally in British 
workshops. If those engaged in them will not take the 
initiative, it is the duty of the Government to assume it 
themselves by calling them together into joint consultation, 
either through their national organisations or preferably 
industry by industry. It will mean that, in the end, both 
sides will have to make “ concessions ” if co-operation is 
to be established, but if they serve to restore prosperity, 
neither side is likely to regret them in their prevailing 
plight. 

The present crisis is a turning point in our industrial 
history. Rightly used, it may lead on to restored fortune 
and a better state than we have yet known. If its warnings 
are ignored and the future is allowed to take care of itself, 
it may well prove pregnant with decay and disaster. 


Postscript 


INCE this article was written, the report of the 
Court of Inquiry into the mining dispute has been 
issued. It very largely confirms the view taken above. It 
emphasises the fundamental nature of the present crisis in 
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the trade. It throws doubt on the expediency of lengthen- 
ing the working day. It questions the complete efficiency 
of the industry. It suggests that the development of 
collective action, co-ordination with other enterprises and 
better organised distribution might do much to alleviate 
the present position. 

The report reveals clearly the need for a thorough survey 
of the industry, which the Government has now decided 
to entrust to a Royal Commission. It is to be regretted 
that matters were allowed to come to a point when an 
impartial enquiry could only be secured at the price of a 
subsidy, which creates a hazardous precedent. The 
heaviness of the price makes it all the more imperative that 
the enquiry should be fearlessly, unsparingly and compre- 
hensively conducted. 





MOROCCO 


I. Tue Country Anp Its INHABITANTS 


OROCCO, or El Moghreb el Akhsa, “ The Farthest 
West ” of the Mohammedan world, has been the 
object of successive invasions, Phoenician, Greek, Roman, 
Vandal, Arab, Spanish, Portuguese and French. The 
indigenous inhabitants of the country, the Berbers, whose 
origin lies buried in the beginnings of history, still remain 
and form probably three-fifths of the total population. 
A fine, straightforward, sturdy “ white” people, sternly 
chaste, they live mainly in villages, often in very poor 
circumstances, and devote themselves to agriculture, 
mining in the Rif, and fighting. The remaining two-fifths 
of the population, excluding the Europeans, and the Jews 
of the coast towns who came originally from Spain, are 
descendants of the Arab conquerors, and they still have all 
the Arab characteristics, including their indescribable 
dignity and courtesy. They are partly nomadic, but many 
of them live in the large towns, where they carry on a con- 
siderable trade. ‘The Berbers still speak their own language, 
Berber, and their adoption of the Mohammedan religion 
of their conquerors has been somewhat half-hearted. 
The Arabs, who speak Arabic, are, on the other hand, 
devout Mohammedans. The inhabitants of the Rif are 
all Berber, and have never been subdued in historical 
times. 
Topographically Morocco is dominated by the great 
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Atlas range, which runs in a north-easterly direction 
through its entire length, and ends in the Rif. Beyond 
the Atlas to the south there lies an indeterminate frontier 
and the Sahara. The country is bounded on the north 
by the Mediterranean and the Straits of Gibraltar, on the 
west by the Atlantic, and on the east by the Algerian 
frontier. A curious feature of the Atlantic coast is its 
entire lack of bays and inlets, although the Mediterranean 
seaboard has several. There are no navigable rivers. 
West of the Atlas there is a large plain, which, though 
partly desert, contains plenty of agricultural land and 
yields good crops when the rainfall is sufficient. In the 
interior the heat is intense in summer, the thermometer 
at times registering as much as 125 degrees. ‘The winter 
is moderate, save in the higher regions of the Atlas, where 
there are heavy falls of snow. ‘Though the administrative 
capital of Morocco is at Rabat on the Atlantic coast, the 
most important places in the interior are the picturesque 
cities of Fez and Marrakech. They were formerly the 
northern and southern capitals of the Sultan, and are 
probably as fine examples of Eastern cities as exist in the 
world. The French authorities are very careful to pre- 
serve their character, and the erection of modern European 
structures is not allowed in them, though there are European 
settlements outside the native towns. There are ports of 
minor importance at Laraiche in the Spanish zone, and at 
Rabat, Safi and Mogador in the French zone, but the main 
one on the Atlantic seaboard is at Casablanca. 


II. Tue Treaties 


HE political and commercial situation in Morocco is 
regulated by a whole series of treaties. Some of 
them date from as far back as the ’sixties of the last century, 
but the morerecent and the more important begin with the 
Anglo-French Declaration of 1904, which was actually the 
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foundation of the “ Entente.” ‘This Declaration was speedily 
followed in 1905 by a Franco-Spanish treaty, which divided 
Morocco, except Tangier, into French and Spanish spheres ; 
the famous Act of Algeciras of 1906, the Franco-German 
agreements of 1909 and 1911, the latter of which itself 
led in 1912 to a further Franco-Spanish treaty, and the 
treaty between France and the Sultan of Morocco estab- 
lishing a French Protectorate over the country which was 
formally recognised by the United Kingdom in 1914. The 
Franco-German agreements were abrogated by Articles 
141 to 146 of the Treaty of Versailles which altogether 
eliminated Germany from Morocco. Finally, the Tangier 
Convention of 1923 set up an international régime at 
Tangier, where, as will be made clear on a later page, the 
British Empire has vital interests. 

It is not proposed in this article to enter into the details 
of all these treaties, which are easily available to those who 
are interested. Its object is to give a general survey of 
the present position in Morocco and to endeavour to 
explain how British interests are or may be affected by 
what occurs there. 

It may be said at once that outside the very small Tangier 
zone we have undertaken no responsibilities and no com- 
mitments whatever. The only Powers which have such 
responsibilities and commitments are France and Spain. 
By the Agreement of 1904 we contracted out of Morocco 
altogether, in so far as political influence was concerned, 
with the exception of the Tangier zone, and France, in 
return, gave us a free hand in Egypt. Had we at the time 
foreseen the development of aeroplanes and submarines, 
it is possible that we might never have signed that Agree- 
ment, for the possession of the greater part of Morocco, 
together with Algeria and Tunis, renders it comparatively 
easy for France, with those new engines of war, to threaten 
the Straits of Gibraltar and so, in the event of a war, to 
harass our communications with the East. Soldiers and 
sailors apparently agree that Gibraltar might become un- 
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tenable as a naval base under modern conditions, and we 
have none other nearer than Malta. It is not without 
interest that in 1902, when the negotiations initiated by 
Mr. Joseph Chamberlain for an entente, or even an alliance, 
with Germany had practically broken down, those who were 
responsible for German foreign policy could not, even at 
that date, conceive it as possible that we would bring 
ourselves to enter into an agreement with France involving 
the surrender to her of Morocco and so of the safety of 
the Straits. The second volume of Eckhardstein’s Lebens- 
erinnerungen und Politische Denkwiirdigkeiten is most 
instructive on this point. Had the Agreement of 1904 not 
been signed and the way thus paved for the Anglo-French 
Entente, the whole course of history might have been 
different. 


III. Tue Turee Zones 


E will now turn to the three zones, the French zone, 


the Spanish zone and the Tangier zone, into which 
Morocco is divided by treaty,* though all of them, at any 
rate nominally, are still under the sovereignty of the Sultan. 


The French Zone 


The French zone embraces the greater as well as the 
most fertile part of Morocco, and it includes the ancient 
northern and southern capitals, Fez and Marrakech. 
France originally became involved in Morocco as a result 
of incessant Moorish frontier raids into Algeria, and as the 
situation gradually developed she became more and more 


* As is explained on a later page, there are some places on the Medi- 
terranean coast, including the cities of Melilla and Ceuta, which have 
always been as much Spanish territory as if they were part of Spain 
herself. 
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deeply committed. It is outside the scope of this article 
to trace the history of the years which finally led to the 
declaration of the French Protectorate. We afe concerned 
with the present-day facts in so far as they are ascertain- 
able. One of these facts is the amazing development of 
the country during the last thirteen years, under the able 
and enlightened administration of Marshal Lyautey. 
When one reflects that as recently as 1912 there was a 
serious massacre of Frenchmen at Fez, the centre of Mo- 
hammedan fanaticism, that at that time it was_ highly 
dangerous for Europeans to travel in the interior or to leave 
the coast ports, that the Great War broke out only two 
years afterwards, and that Marshal Lyautey had to send 
to France every available able-bodied soldier, and yet was 
able to keep the country quiet in spite of all the efforts of 
German intrigue and other hostile influences, it is almost 
unbelievable that one has now for years past been able to 
travel in perfect safety and comfort over practically the 
whole French zone. Not only that; magnificent roads 
have been built connecting all the main cities; ports, 
notably that of Casablanca, are in the course of con- 
struction and already near completion ; railways are being 
rapidly pushed forward. Naturally all these improvements, 
as well as the military operations, which were undertaken 
for the purpose of bringing what Marshal Lyautey calls 
“le Maroc utile” under the effective authority of the 
Sultan, and of securing the Fez-Taza-Oujda road into 
Algeria, have cost a great deal of money, part of which has 
to be paid by the French and part by the Moorish taxpayer. 
The country is almost entirely agricultural, and the Ad- 
ministration has to depend for its revenue on the produce 
of the soil and of the recently discovered phosphate beds. 
There are, indeed; pessimists who are of opinion that 
Morocco will never be able to pay her own way, and that 
development has proceeded too fast. 

A detached account of the French system of adminis- 
tration is beyond the purpose of this article. ‘The outlines 
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have already been- given in Tue Rounp Tasuz.* To 
judge this system on its own intrinsic merits is difficult at 
the moment; because its success has been due, above every- 
thing else, to the genius of its author. There probably 
never was such a “one-man show.” Whether the machine 
will function as smoothly when Marshal Lyautey is no 
longer there to control it, only the future can show. 

As regards the attitude of the natives towards the 
French, it would be unwise, in dealing with an essentially 
Eastern people, to arrive at hasty conclusions. Generally 
speaking, it would, however, probably be not unfair to 
state that the French are unpopular for a variety of reasons 
which obtain in many Eastern countries occupied by 
Europeans ; but it is to be doubted whether any other 
Christian Power would be more popular. The main 
reasons for this unpopularity, though there are other 
minor ones, are not far to seek. They are firstly, in the 
case of the Arab element, religious fanaticism, with its 
resulting hatred of the infidel; secondly, a general and 
growing feeling of nationalism born of the doctrine of 
“ self-determination ”; and thirdly, the burden of tax- 
ation. As regards the last, it is very likely true that the 
exactions of the tax collector are no greater than those 
of the old local “kaids” or chieftains, that the former 
are put to a good and useful purpose for the benefit of 
the whole community, while the latter went into the pockets 
of the kaids themselves. At the same time, the native 
mind is so constituted that it resents robbery by the local 
chieftain less than paying money to the infidel for any 
purpose, either good or bad. An English traveller in 
Morocco could bring back numberless stories of hatred 
of the French, numberless assurances that if only Great 
Britain would assume the Protectorate, all would be well, 
and the Moors peaceful and contented. The writer 
would, however, caution his countrymen against believing 


* Tue Rounp Taste, No 54, March 1924, p. 293. 
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any such assurances. The native is incorrigible in his 
habit of telling his interlocutor what he thinks the latter 
would like to hear. Further, we are infidels just as much 
as the French, and nationalist feeling would remain what- 
ever Power was the Protector. Ina year or two we should 
find the same difficulties as we do elsewhere in our dealings 
with Eastern peoples. No one, of course, dreams of 
offering British protection to Morocco. The above remarks 
are merely intended to warn the traveller against setting 
too much store by the stories of French unpopularity, 
which he will undoubtedly hear, and which are to a 
very large extent true. It is, however, also true that the 
Moors have an immense respect and affection for Marshal 
Lyautey, in whose integrity, fair-mindedness and sympathy 
they have every confidence. France is undertaking, with 
success, a great civilising mission in North-West Africa, 
which should command our understanding and respect, 
and which is fully appreciated by the more enlightened 
among the native population. Such men realise that 
their country has a long way to travel before it will be fit 
to govern itself, and that the withdrawal of the Protectorate 
would speedily be followed by tribal jealousies, internecine 
strife and general chaos. It is hardly necessary to point 
out that we have similar difficulties and responsibilities 
elsewhere. The question for the British and French 
peoples to decide is whether they wish to go through 
with their mission with courage and determination, or 
to give it up on account of the difficulties and expense 
involved, and allow the East to relapse into barbarism and 
disorder. 

A new difficulty has arisen for the French in Morocco 
on their northern frontier which marches with the 
“Spanish zone.” It is vital for France to keep open her 
communications with Algeria—that is to say, the Fez- 
Taza-Oujda road, which is constantly threatened by 
incursions from the tribesmen of the Rif and elsewhere. 
What actually induced Abd-el-Krim to attack the French 


723 





Morocco 


is somewhat a matter of speculation. No doubt their 
occupation of the fertile strip north of the Wergha river, 
which, though it lies within the French zone, is an impor- 
tant source of supply for the Rif tribesmen, had something 
to do with it. No doubt, also, the ambition to capture 
the wealthy city of Fez and to dominate the whole 
of Morocco is present in Abd-el-Krim’s mind. In any 
case, serious fighting is in progress, and French prestige 
is at stake. Abd-el-Krim has learned much in his last three 
years’ fighting with the Spaniards. He has succeeded, 
temporarily at any rate, in uniting the tribesmen of the 
Rif proper and their western neighbours of the Jabala, 
who, until recently, owned the sway of the now defunct 
robber chieftain Raisouli. His men are sturdy fighters, 
fine shots, and they are plentifully armed with rifles and 
ammunition captured from the Spaniards. They also 
have a few captured guns and an aeroplane or two. In 
the art of trench digging they have, apparently, little 
to learn. Rumour has been busy about the help the Rifis 
are said to be getting from professional German officers 
and deserters from the native armies of France and Spain. 
But except that a certain number of ex-members of 
the Foreign Legion are known to be with Abd-el-Krim’s 
forces, nothing, as far as the writer can ascertain, has 
transpired at the moment these words are written which 
in any way confirms these stories. The Rifi is, in truth, a 
most formidable enemy, whom it would be difficult enough 
in any case to round up in his fastnesses—for his country is 
all mountains, and it is almost impossible for guns or even 
aeroplanes to search out the rocks and clefts which give 
him shelter—but the difficulty is immensely increased 
for the French by the fact that they have hitherto been 
precluded from pursuing the tribesmen into what is 
nominally the Spanish zone. It is understood that there 
are some fifty thousand French native troops, as well 
as the famous Foreign Legion on the actual front, 
with some twenty thousand more in immediate reserve, 
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and yet another ten thousand distributed over the rest 
of the French zone. The artillery and aeroplanes are 
manned by Frenchmen, and reinforcements are being 
sent out. The numbers of Abd-el-Krim’s men it is almost 
impossible to estimate; but it is improbable that he can 
put more than fifteen thousand men into the field at any 
given moment.* On the other hand, the loyalty of some 
of the tribes behind the French lines is doubtful, the front 
is long and difficult, and it is no easy matter to guard 
against surprise. 

The problem before the French is undoubtedly grave, 
and it is enhanced by the fact that, when winter comes, 
it will become increasingly hard for them to keep their 
front line supplied with food and ammunition, while the 
needs of the enemy are infinitesimal. But, notwithstanding 
these difficulties, it is hardly conceivable that any serious 
disaster should overtake the French forces, led, as they 
are, by some of the finest officers in the world. One 
of France’s obstacles has been her own “ home front ” ; 
but the need of firmness in grappling with the problem that 
faces her has now been more generally recognised. An 
agreement seems, moreover, at last to have been concluded 
between the French and Spanish Governments for the 
co-operation of their forces if Abd-el-Krim rejects their 
terms. Should, however, the wholly unexpected occur 
in Morocco, the results might be serious, not only for 
France, but for the British Empire as well. The 
blow to France’s prestige would be such that her 
position in Algeria and Tunis would probably become 
precarious, and she might then be involved in a war of 
considerable magnitude which would strain her resources 
in men and in money. What the reaction would be 
on our own position in the East should the whole of 
North-West Africa rise against France, no one can say. 

As has already been said, Great Britain has assumed no 


* Marshal Pétain in his report puts the total number of the Rifis at 
between 30,000 and 40,000.—The Times, August 11, 1925. 
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responsibilities in Morocco outside of the Tangier zone. 
On the other hand, we have considerable commercial 
interests and certain treaty privileges. Fez does an 
important trade in cotton goods with Manchester, and 
there is even a small colony of Fez merchants in the latter 
city. Under the “ capitulations” British subjects can 
only be tried or sued before British Consular Courts. 
British firms or individuals carrying on an export or import 
trade with the United Kingdom of an annual value of 
£2,000 a year and upwards are entitled to employ two 
native “ semsars,” who enjoy British protection. Finally, 
the “open door” is secured by treaty. 


The Spanish Zone 


The story of the Spanish zone is hardly a happy 
one, for it is one of almost continuous fighting and 
frequent disasters to the Spanish arms. ‘The problem 
before the Spaniards has been difficult in the extreme. 
In front of them they have practically nothing but moun- 
tainous country, the Rif and the Jabala, inhabited by 
some of the finest fighters and most sturdily independent 
tribesmen in the world. It is, the writer believes, true 
that the Rifi, who are the aboriginal inhabitants of the 
area, have never been subdued or ruled by any of the 
successive conquerors of the other parts of Morocco, 
Phoenicians, Greeks, Romans, Arabs and Europeans. No 
Sultan of Morocco has ever established his authority 
in these mountain regions. The Spaniards also have 
failed, and they have now retired to a defensive line not 
far from the northern coast. Abd-el-Krim, himself, it is 
understood, a Berber, was at one time in Spanish employ. 
Legend has it that he was once struck by a Spanish officer, 
whereupon he fled to the Rif and placed himself at the 
head of the tribesmen who were fighting, as they have 
always fought, to maintain their independence, The 
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story may or may not be true. The fact remains that 
Abd-el-Krim is now a most formidable enemy, and that he 
commands the respect, even the adoration, of the tribes- 
men. More than that, it is not too much to say that he 
appeals to the imagination of every Moor, and that his 
activities are watched with lively sympathy. If the 
Spaniards and the French were willing to grant him and 
his tribesmen their independence, and he were willing to 
accept the purely nominal suzerainty of the Sultan in 
return, much useless bloodshed would be avoided. But 
in the first place, it seems improbable, for the moment 
at any rate, that Abd-el-Krim would accept even the nominal 
suzerainty of the Sultan; and secondly, there is the 
question of Spanish prestige and amour propre which cannot 
be ignored. In accordance with the treaties, and, at 
least in theory, the Spanish zone, though forming part 
of the Sultan’s dominions, is itself ruled by a “ Khalifa” 
appointed by the Sultan from two persons nominated 
by Spain. The Khalifa is under Spanish protection in 
the same way as the Sultan is under French protection. 
His capital and the seat of Spanish authority are both at 
Tetuan, which itself is constantly threatened by the 
tribesmen of the Rif. It would appear from the Press 
that the Spanish Government do not appreciate the 
idea of Abd-el-Krim acknowledging the suzerainty of the 
Sultan only. As his territory lies within the Spanish zone, 
they feel that he ought to acknowledge the authority of 
the Khalifa instead. 

From the purely British point of view, the dispute is 
not of any importance, provided that no first-class 
Power becomes established in a region that dominates the 
Straits of Gibraltar and their exit. Subject to this proviso 
it is, selfishly speaking, a matter of indifference to us who 
is suzerain over the Rif. 

British interests in the Spanish zone are, in view of the 
situation, with the above-mentioned exception, small. We 
have the same rights there as we have in the French zone, 
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and we have mining claims of small and doubtful present 
value in the region of Melilla. It is important, when 
speaking of Morocco, to remember that besides the Spanish 
protected zone, which is Moorish territory, the Spaniards 
actually own and have for centuries owned certain places 
on the north coast, of which Melilla and Ceuta are the 
most important. The latter is opposite Gibraltar. These 
are actually Spanish territory. 


The Tangier Zone 


This little territory consists of a city of some fifty 
thousand inhabitants, of which nearly forty thousand 
are natives, and a surrounding area of some two hundred 
square kilometres. On its landward side its frontier 
marches with the Spanish zone. Once upon a time 
England owned Tangier, which came to it as part of the 
dowry of Katharine of Braganza, but Charles II. found it 
difficult to hold in the face of incessant Moorish attacks, 
and after several years of siege it was abandoned. The 
English, on leaving, blew up the mole which had cost 
them {2,000,000 to build, and traces of which still remain. 
During the last twenty years Tangier has been the object 
of international jealousies. Spain desired it as being part 
of the Spanish zone. France desired it as being an integral 
part of the Sultan’s dominions. Great Britain, through 
the mouth of successive Governments, steadily declined 
to allow any Power at all to dominate the little town and 
district. She insisted that an international régime must 
be established there. The reason for her determined 
attitude is clear. Any Power that owned Tangier could 
have an excellent submarine and aeroplane base at the 
western entrance and on the very shores of the Straits of 
Gibraltar, which, at this point, are no more than eight or 
nine miles across. The Straits could from it be effectively 
closed to merchantmen and men of war alike, and our 
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communications with Egypt and the East completely 
severed in so far as the Mediterranean is concerned. 
This was a matter of vital concern to the British Empire, 
one on which no Government could give way. In the end 
a Conference of British, French and Spanish representa- 
tives met at Paris and agreed upon a Convention which 
has endowed Tangier with a truly international régime. 
It set up an international Assembly, an international Com- 
mittee of Control, consisting of the Consuls-General, an 
international judiciary, and other similar institutions. 
Considerations of space prevent the details of this Con- 
vention, which is not yet in full operation owing to the 
abstention of Italy and the United States, from being 
given in this article. It is open to criticism in many 
respects, but its main object was to secure the neutrality 
of Tangier in time of war, by land, sea and air, and that 
has been done in so far as it is humanly possible to do it 
in a diplomatic instrument. Quite recently the Spanish 
Government, with the support of the French Government, 
urged the British Government to join in sending troops to 
Tangier to defend it against possible incursions by Abd-el- 
Krim. The British Government very wisely and properly 
refused. Abd-el-Krim is not likely to attack the Tangier 
zone unless he is himself provoked, and a landing of Spanish, 
French and British troops would inevitably have that effect, 
with the result that we might become involved in a war 
in Morocco. So long as Tangier remains absolutely 
neutral and no troops, except the 250 native gendarmerie 
under a Belgian Captain, for which the Convention pro- 
vides, enter its territory, no harm is likely to come to the 
zone. On the other hand, its Administration has the 
duty imposed on it by the Convention of preventing 
intrigues of any nature against any Power. All the Powers 
concerned have Consuls-General to look after their interests. 

Financially and economically the future of Tangier is 
precarious owing to the entire want of natural resources. 
It produces practically nothing and can only with the 
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greatest difficulty support itself. As against this it will, 
however, one day be the terminus of a Tangier-Fez railway 
which is now in the course of construction, and it should 
become a useful port of transit when the modest port 
works, which were recently begun, have been completed. 
It should also be helped by tourist traffic. Its strategic 
position is such, moreover, that all Powers interested in 
the trade that passes through the Straits should be con- 
cerned to maintain its neutrality, and ready to put up any 
small sum that may be required in the event of a financial 
crisis. Such a crisis would inevitably be brought about 
were any Power, for instance, to insist on an increase in the 
gendarmerie. The above-mentioned force of 250 men, for 
which Tangier now pays, is sufficient for its purpose of 
rural police. Some thousands would be required adequately 
to defend the territory against all eventualities. 


IV. Tue Future 


ROM what has been said above, it will be clear that 

our own interest is that the neutral status of Tangier 
should be preserved and that the zone which borders on 
the Straits should not pass into the hands of a first-class. 
Power. It remains to consider the future which confronts 
France and Spain. 

At the moment this article goes to press an agreement 
has apparently been come to between France and Spain 
as to the peace terms to.be offered to Abd-el-Krim. 
They are apparently such as to win the sympathy of 
British readers, for under them, if the newspapers are to be 
believed, the autonomy of the Rif tribes would be prac- 
tically recognised and confirmed subject to certain con- 
ditions as regards the suzerainty of the Sultan. Sup- 
pose Abd-el-Krim rejects these terms. It may be mainly 
a matter of amour propre for Spain, but for France, what- 
ever the cost—and it is not an easy moment for her to find 
either the money or the men, certainly Frenchmen— 
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success is essential. ‘The fate of the whole of that North 
African Empire, to which, as M. Poincaré made clear a 
couple of years ago, she looks to supplement her own man- 
power, has been shown to be involved, and failure in Africa 
would be bound to react upon her position in Europe.* But 
suppose Abd-el-Krim accepts the terms. Would that mean 
an end of the present menace ? It may be that the tribes of 
the Rif and the Jabala, if a modus vivendt is arrived at, will 
once more relapse into their usual condition of internal 
dissension. Even so, they might do considerable harm 
to the French, as our own experience on the Indian Frontier 
proves. The Rif is, as we have seen, conveniently placed 
for raids across the border of the Spanish zone, on the 
main French communications with Algeria. The tribes- 
men will not, moreover, easily forget their successes 
against two European Powers. But there is another and a 
more subtle danger for the French. Abd-el-Krim is still a 
comparatively young man, and it may be that his forceful 
personality, which has kept these unruly tribes together in 
war, will succeed in maintaining some kind of unity even in 
peace. It is easy to imagine the influence which a free 
and practically independent people, with all the prestige 
their recent victories have given them, would be likely 
to exercise from a vantage ground like the Rif, out of the 
reach of France, on the inhabitants of ‘“ Protected ” 
Morocco. Thousands of the latter have been trained to 
arms by France for her own objects—some of the best shock 
troops in the Great War were Moroccans—and a Nationalist 
movement fostered from such a focus as the Rif might 
bring back the crisis later in an aggravated form. Certainly 
the future is far from clear, whatever the result of the 
present negotiations. 

* Cf. M. Painlevé at Autun on August 3: “We must either defend 
Morocco . . . . or abandon North Africa. And in what disastrous 
conditions should we abandon it? At the risk of what massacres? It 
would be the end of our Colonial Empire, the end of our economic 


freedom, which depends on our colonies, the end of France’s prestige and 
influence in the world.”——The Times, August 4, 1925. 
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There are some people—and I am one of them—who 
think that the most practical and important thing 
about a man is still his view of the universe. We 
think that for a landlady considering a lodger, it ts 
important to know his income, but still more important 
to know his philosophy. We think that for a general 
about to fight an enemy, it 1s important to know the 
enemy’s numbers, but still more important to know the 
enemy's philosophy. We think the question 1s not 
whether the theory of the cosmos affects matters, but 
whether, in the long run, anything else affects them. 

G. K. CuestTerton. 


HE recent trial of young John T. Scopes at Dayton, 

Tennessee, for violating a so-called anti-evolution 
statute of that State, may seem like a curious thing to 
write about in a “ Quarterly Review of the Politics of the 
British Commonwealth.” But the editor has asked for 
an article of comment upon the most important public 
matters in the United States during the past three months ; 
and the writer, having wrestled with his disinclinations, 
sees perfectly well that he must face up to it and deal with 
Professor John T. Scopes and his troubles. Chesterton 
puts these things so neatly that one is tempted to embrace 
his ideas in the intoxication of his periods. Drawing the 
line just short of that, we can safely assert that a court 
trial, concerned with two conflicting “theories of the 
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cosmos,” and occupying the chief position in American 
papers for more than three weeks, is a subject worth 
dwelling upon for a short space of time. 

More especially since the affair seems to have attracted 
attention abroad. Knowing just this, the writer gets an 
impetus to proceed with his task; but not knowing what 
information has been received, nor what has been the 
character of foreign editorial comment, he is promptly 
discouraged. American correspondents cabling back the 
“‘ reactions ” of Paris, London, Berlin and Rome, have 
included a good many caustic and penetrating quotations, 
But to what extent are the issues really clear? Certain 
representative daily papers and weekly journals abroad 
seem to have grasped the outstanding points in dispute. 
But there is a well established journalistic art of writing 
breezily ahead, without making a single technical error, 
yet without understanding, au fond, a blessed thing about 
the subject. 

It is hard to believe that some of the most important 
implications of this fantastic episode are recognized away 
from the United States. Surely it is bristling with danger 
for the future of education in this country; yet The Times 
Educational Supplement for July 11 and July 18, in the 
heat of the trial, does not even mention it. Moreover, 
if the background of the dispute had been adequately 
explained to the British reader, it would hardly have been 
possible for an English Bishop to remark that “the 
ignorant fanaticism which has led to the proscription 
of evolution in certain Western States of America is 
deplorable.” ‘Tennessee is not a Western State. The 
anti-evolution agitation is essentially a phenomenon of 
the South—and Tennessee is in the middle of it. It is 
not hard for one who understands the South at all to 
understand this phase. But the Bishop’s comment has 
about as much meaning as if one were to say “ I have never 
been able to grasp the causes behind the Easter Rebellion 
in Aberystwyth in 1916.” 
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II. 


HE story of the Scopes trial, stripped of its bells 

and ballyhoo, its trappings and embellishments, is a 
simple one. Three years ago the Tennessee Legislature 
passed an Act which reads as follows :— 


Be it enacted by the General Assembly of the State of Tennessee. 
That it shall be unlawful for any teacher in any of the universities, 
normals, and all other public schools of the State which are supported 
in whole or in part by the public funds of the State, to teach any 
theory that denies the story of the Divine creation of man as taught 
in the Bible, and to teach instead that man has descended from a 
lower order of animals. 


Be it further enacted. ‘That any teacher found guilty of the 
violation of this act shall be guilty of a misdeameanor . 


There was no difficulty in proving that the defendant 
did teach, in the public high school at Dayton, that man 
descended—or ascended !—from a lower order of animals. 
He had admitted it, and had gloried in his admission, 
The book from which he taught was introduced in evidence 
and substantiated the charge. A few of his pupils gave a 
brief corroborative account of what they had learned under 
him about the origins of man. Scopes was convicted by 
a jury of farmers who were, in spite of the ridicule which 
has been poured upon them, perfectly competent to pass 
upon this single question of fact. He was fined $100 for 
his offense, and has taken an appeal to the Supreme Court 
of Tennessee. There, before a body of judges, he wil] 
have an opportunity to test the constitutionality of the 
statute under which he was convicted—so far as the State 
Constitution is concerned. If this highest ‘Tennessee 
court decides against him, he can, and doubtless will, 
proceed to the Supreme Court of the United States and 
test the validity of the statute under the Federal Con- 
stitution. 
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The purpose of the “ anti-evolution” Act has been 
explained by John W. Butler, author of the Bill, and its 
sponsor before the Tennessee Legislature :— 


I believe that the teaching of evolution as the origin of man is 
contrary to the teachings of God as expressed through His Word, 
the Bible. That is why I introduced a Bill making it illegal to 
teach evolution in the schools and colleges of Tennessee. There 
were enough other men in the Legislature, who believed as I do to 
pass this Bill, making it a law, and I am satisfied that their action 
will pass the test of any court. For some time it has been against 
the law of Tennessee to teach the Bible in the public schools or to 
allow the teaching of any system of religion, although the Bible can 
be read in such schools without comment. If this law can be upheld, 
I am satisfied that a law which, in my opinion, and those of thousands 
of Tennessee parents, would tend to prevent the making of infidels 
of our children, can be equally enforced. 


So much for the author’s point of view. As to his own 
motives and beliefs, there is no reason to impugn his 
statement. But it may be questioned whether a majority 
of the Legislature were really actuated by the same motives 
when they gave their votes to pass the law. ‘The Yournal 


of Education, published in Nashville, ‘Tennessee, by the 
George Peabody College for Teachers, tells in its issue of 
May 1925, two months before the trial began, a somewhat 
different story :— 


The enactment was put through, by large majorities in both 
Houses of the Legislature, in order to satisfy a clamor that had been 
worked up throughout the State, particularly in certain denomina- 
tions. Political expediency was perhaps a dominant factor in the 
mind of most of the lawmakers. There happened also to be a 
situation regarding a very important program for the schools of 
the State which made a hard fight against the evolution Bill seem 
not a wise policy for the school people. By majorities that were in 
doubt up to the last minute a Bill granting large funds to the State 
university and an even more important one providing, for the first 
time in the history of Tennessee, eight months of common-school 
education per year for every child in the State, also became law. 
The evolution Bill was crowded in ahead of them by the interests 
supporting it, and the friends of education swallowed it rather than 
lose the slight majority they could barely command to pass the 
really crucial educational legislation. 


DDD2 735 





Religion and Science in Tennessee 


A sincere man, spurred on by a powerful and unscru- 
pulous faction of Protestant Fundamentalists, secures the 
passage of a Bill through a Legislature which has grown 
accustomed to pass any number of laws without concern 
for their consequences or their enforceability. A Governor, 
with power to veto this legislation, approves it, thinking at 
the time that it will probably never be called into court. 
All those interests which ought to have fought the Bill in 
its early stages—officers of State universities, progressive 
Christian leaders, and scientific men—sit silently by, afraid 
to take up a position in the matter for fear of jeopardizing 
their annual appropriations from the Legislature, for fear 
of offending some of their congregation, or for fear of losing 
their jobs. And some of them, the “ friends of education ” 
to which the Peabody Fournal refers, are so certain that 
money is the sine qua non, and that “eight months of 
common-school education per year for every child in the 
State ” is the royal road to enlightenment, that they regard 
these baubles, when compared with the anti-evolution law, 
as “ the really crucial educational legislation.” 

The whole affair from beginning to end was a disgrace : 
the bitterness and bigotry of the Fundamentalist group in 
furthering their own purposes by private manipulation 
and by open warfare: the lack of responsibility on the part 
of the Legislature, the lack of independence on the part 
of the Governor, the lack of courage on the part of progres- 
sive men; the exploitation of the trial by hucksters for 
their own notoriety and financial gain, the perversion of a 
court of law into a three-ringed circus, the exchange of per- 
sonalities and abuse between the supposedly distinguished 
counsel in the court room, and the cheap ridicule which 
was heaped upon the people of Dayton by Press correspon- 
dents in the early stages of the case—these were the dis- 
graceful things. There are before me, on the table, edi- 
torials from thirty-seven important newspapers, written 
on the day when the trial closed. Every one of them, 
Northern, Southern, Eastern and Western, expresses 


736 





Religion and Science in Tennessee 


unbounded relief that the spectacle has come to 
an end. 

It was believed on all hands that Scopes would be con- 
victed under the law ; indeed, it is generally admitted that 
his counsel hoped for a conviction in order to provide the 
basis for an appeal to the higher courts. There is equal 
agreement in the feeling that Bryan had no business to 
pose as the interpreter of the Word of God, and that 
Darrow was a poor representative of the scientific mind 
and temper. It is commonly felt that the defendant was 
badly advised when he put his legal affairs into the hands 
of the American Civil Liberties Union, an organization 
chiefly known for its efforts on behalf of radicals. And 
that the Union, though sincere, was stupid in choosing 
Darrow, a self-proclaimed agnostic, as counsel, and join- 
ing with him a celebrated divorce lawyer, Dudley Field 
Malone. Darrow’s value to the defense was further limited 
by the fact that, a few months ago, he represented two 
brilliant youths, Leopold and Loeb, students at the Uni- 
versity of Chicago, who were responsible for the fiendish 


death of a small boy. Lastly, it is recognized that nothing 
has been settled as between the respective claims of science 
and religion, and that nothing has even begun to be settled 
concerning the infringement of freedom in education and 


the encroachment of the Church upon the historic field of 
the State. 


III. 


HE counsel for the defense, Mr. Darrow, Mr. Malone, 

and Mr. Hays of the Civil Liberties Union had an 
opportunity and lost it. They were given a chance, in the 
course of the trial, to present to every person in the United 
States who cared to read about it in his local paper, the 
legitimate claims of science as distinguished from the 
claims of theological dogma. They failed miserably. Not 
that they failed to expose Mr. Bryan’s limitations in mental 
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spirit and in formal education ; not that they failed, in 
the course of their cross-questioning, to disclose an oppo- 
sition between the Biblical story of creation and the “ facts ” 
of geology and astronomy. But they failed miserably in 
manners. Heedless of the fact that they were introducing 
to the minds of millions of people new conceptions of a 
revolutionary character which they had never before enter- 
tained, so lacking in sensibilities that they seemed to care 
not a whit that they were attacking the citadel of all that 
many men and women hold most precious in the world, so 
obtuse as not to see that in mangling Mr. Bryan’s meagre 
mind in public, they were making a martyr of him in the 
eyes of those whose hearts are bigger than their heads—they 
certainly, for the present and for the near future, did harm 
to the cause of science. “ I object to prayer,” shouted Mr. 
Darrow in the court. “I am an agnostic ”—as if it were 
germane to the case whether Mr. Darrow personally 
objected to prayer, or whether he were a follower of Swami 
Yogamanda. His conduct of the case was vigorously de- 
nounced, even by those people who ranged themselves on his 
side of the issue. 

As for the opposition, they saw him as the inquisitor, 
cruel and godless, “the arch-infidel, tormentor of the 
simple Christian, the evil, sinister power who would lead 
them into the hell of doubt.” “ Like the archangel,” 
said the Knoxville (Tennessee) Sentinel, “ brightest and 
highest of the sons of the morning, his ambition and pride of 
intellect seem to incite him to revolt :— 

It is Lucifer, 

The Son of mystery ; 

And since God suffers him to be, 
He, too, is God’s minister, 

And labors for some good 

By us not understood.” 


The trial was over, but one of our better journalists 
stayed on in Dayton, to sum it all up, to give some post- 
impressions for the readers of the New Republic. He had 
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become sick of the humbugging and hypocrisy, the pub- 
licity and the sensation of it; he had come to see that 
“the real story ” lay in the people of Dayton, not in the 
trial. 


Religion—real religion, basic Bible religion—is the big thing in 
this country—the religion of the camp meeting, the revivals, prayer 
meetings and Sunday Schools of the evangelical churches of the 
little towns . . . nine-tenths of the prople are steeped in it. It is 
their mode of recreation as well as their means of redemption, their 
single emotional outlet, the one relief from the deadly drabness of a 
cut-off existence. . . . It isa literal fact that so far as the great bulk 
of the people are concerned a religion, the rigidity of which it is 
difficult to exaggerate, absorbs all the thought they have aside from 
their work. 


And he concluded his observations with these words : 


If during the trial a bolt of lightning from the sky had singled out 
Mr. Darrow for slaughter few would have been surprised. Many 
actually expected it. On the other hand, to thousands in this sec- 
tion, it would have come as no surprise if Mr. Bryan, having gloriously 
defeated the forces of unrighteousness, were to be visited by an angel 
of the Lord who would whisk the old gentleman off to Heaven in a 
chariot of fire. 


This article appeared on a Thursday. On the following 
Sunday, after attending church, at the end of a short tour 
in which he had spoken to more than 50,000 people on the 
issues of the trial and the significance of the victory, Mr. 
Bryan, never in better health in his life, was “ taken in his 
sleep.” 

And now, the tumult and the shouting around the Court 
House having ended, the miserable exposition of the 
claims of science and religion having been terminated, the 
majority of people are bored with the thing, a certain 
number of others in a burst of curiosity are reading a bit 
about evolution in popular treatises, and those to whom the 
conflict is a matter of life and death, the blatant scientists 
and the bigoted sectarians, are waging not in words but 
inwardly in spirit a war as to whether God really called His 
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prophet or whether He didn’t. And there are many 
others who feel that, in the circumstances of Bryan’s death 
there is something, doubtless primitive and all that, which 
makes the funny little whimsy in the New Republic just 
not quite such a funny little whimsy. 


IV. 


OR the time being, the Fundamentalists have the 

advantage. They have won the first phase of the 
campaign. They will go before the Supreme Court of 
Tennessee heartened by victory. Their almost fanatical 
faith has been set ablaze by the dramatic death of Mr. 
Bryan. But their leader will be absent from the scene ; his 
removal may make it possible for Mr. Darrow to retire ; and 
even if this happy solution should not emerge, it is safe to 
hazard a guess that Mr. Darrow, in the higher courts, will 
concern himself with the more important points in the case, 
and will conduct himself with a different mien than he did at 
Dayton. 

For the still outstanding issues are not the personal differ- 
ences between counsel, nor the non-justiciable dispute 
between the claims of science and religion. There are still 
two issues of another sort which must be fought out. The 
first was stated by Mr. Scopes himself, at the very end of 
the trial, in the only words that were permitted him through- 
out. “ Have you anything to say,” asked the Judge, “ why 
the Court should not impose punishment on you?” 
“Your Honor,” was the reply, “I will continue in the 
future as in the past to oppose this law in any way I can. 
Any other action would be in violation of my ideal of 
academic freedom—that is, to teach the truth as guaranteed 
in our Constitution of personal and religious freedom.” 

The hope of educated men throughout the country is 
that Scopes may win. But the argument on the other side 
is worth hearing: The tax-payers provide funds for the 
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maintenance of the “ public schools, normals and univer- 
sities ” of the State. They should have the right to define 
the objects for which these funds may or may not be spent- 
Some person, or body of men, must arrange the curriculum, 
attend to the employment and discharge of teachers, con- 
sider what subjects shall be taught, and, ipso facto, the 
subjects that shall not be taught. The power and right so 
to regulate is in the body of tax-payers. ‘Their representa- 
tive in this, as in other matters, is the Legislature. And if, 
by force of some obscure provision of the constitution, the 
court deprives the Legislature of this particular regulatory 
power, it may, by extension, take away all regulatory power. 
Thus the public school system of the State would be left 
without organization, control, or leadership. ‘ We do not 
prohibit the teaching of evolution in the privately supported 
schools of Tennessee,” they conclude. ‘ We do not forbid 
the publication or sale of books on the subject. We make 
no objection to sermons which uphold the theory or to 
newspapers which defend it. We merely say that, in those 
schools which spend the tax-payers’ money, the Legislature, 
representing the tax-payers, may rightly decide in what way 
and for what teaching money shall be spent.” 

The reply to this Fundamentalist argument is, of course, 
a familiar one: If you prohibit the teaching of a theory of 
man’s development which differs from the Biblical story of 
creation, and if you seriously intend to carry out your 
purpose, you must rule out not only much of biology, but 
much of the related subjects as well. You must, in a word, 
shut the eyes of your children to the progress of science and 
their ears to its findings. And if you can legally smother 
the sciences, you can extend this power against any economic 
theory that may not suit your fancy, any historical facts 
which may not fit in with your particular view of history, 
any sociological theories that may not square with your 
conception of the nature of the State. You strike a blow 
at the advance of human thought. Moreover (and here is 
the second issue which the higher courts must pass upon) 
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if you use the weapons of the law to exclude from your 
schools all knowledge and all theories, however useful, which 
do not coincide at every point with the literal text of the 
Bible, you enthrone Literalism—Fundamentalism—or what- 
ever you may choose to call it—as the religion of the State. 
You discriminate against those fellow Christians of yours 
who are not afraid of “‘ what science may do to their faith.” 
You discriminate against Jews, Roman Catholics, Christian 
Scientists, Unitarians. You put the law into the hands of 
the Literalists to use against any public school teacher who 
deviates a hair’s-breadth from this privileged creed. You 
strike at the heart of the established principle of the separa- 
tion of Church and State. 

All very true, rejoins Mr. Bryan’s successor, whoever he 
may be. But let us look more closely at this “ separation ” 
that you speak about. An attempt was made to provide 
for it in the Federal Constitution—the words were not very 
effective, and I may win eventually on that point.* But 


* The first amendment to the Federal Constitution states : “‘ Congress 
shall make no law respecting an establishment of religion.” But in the 
present case it is not Congress but the Legislature of the State of Tennessee 
which passed the law in question. 

The fourteenth amendment to the Federal Constitution provides that “a 
State may not deprive any person of life, liberty or property without due 
process of law.” The fourteenth amendment has become a sort of Trojan 
horse, under the cover of which the Federal power has been vastly extended. 
The Supreme Court of the United States may decide that it applies in the 
Scopes case, though the application is far from clear. 

The constitution of the State of Tennessee provides (in Section 3 of the 
Declaration of Rights) that: “ No preference shall ever be given to any 
religious establishment or mode of worship.” May the Fundamentalist 
group be regarded as a “ religious establishment ” ? 

And again it is laid down that “ No political or religious test, other than 
an oath to support the Constitution of the United States and of this State, 
shall ever be required as a qualification to any office or public trust under 
this State.” The position of teacher is certainly not an office. Is it a 
“ public trust ” ? 


for the moment we will pass that by. The various 
States, Tennessee included, followed the Federal example 
in their own constitutions, and gave an earnest of their 
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sincerity, later on, by stipulating that the Bible should not 
be taught in schools supported by publicfunds. We agreed 
to a truce in the conflict between Church and State, and we 
have carried out our share of the agreement. But see what 
has happened, especially in the past generation! The power 
of religion and the position of the Church have both de- 
clined. The family as an institution has fallen from its 
station, conventional morality has been torn to tatters, and 
crime within this country has increased by leaps and 
bounds. We are over-run with bob-haired and bob-brained 
youths, from school and college, with their theories of 
“ self-expression,” running amuck in motor-cars, dance 
halls, gambling and bootleg parties. Your science has no 
morals, your evolutionary theories relieve the individual of 
every shred of personal responsibility, and, in addition, are 
an indirect attack upon the Bible, which we regard as the 
only source of moral authority. And do you expect us in 
our schools, for the support of which we pay good money, 
to permit you in roundabout ways to undermine the Bible, 
when the Bible cannot defend itself ? It is not we who are 
now making a breach in the doctrine of the separation of 
Church and State : it is you who have already done it. 

So the case will be heard before the highest court in 
Tennessee, and perhaps before the Supreme Court at 
Washington. The foregoing arguments will be presented, 
and there will be other questions no less difficult : How far, 
in a democracy, may a judicial body go in overriding the will 
of the Legislature ? And again: How far may the Federal 
power go in invading the recognised right of each State to 
control its own educational system and practice ? Or, after 
all, is the doctrine of the separation of church and State so 
fundamental a one in the United States that a breach in it 
demands a violation of the general principle of States’ 
Rights to save it from destruction? Must the lesser 
principle be sacrificed to preserve the greater ? Competent 
students of the law are as far apart as the poles on these 
moot points. In the recent Oregon School case, it was the 
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trend of the Federal Supreme Court’s opinion that the 
Legislature of that State could not enforce a law which 
attempted to herd all children of school age out of private 
and into public schools. And the same court has likewise 
seemingly held that it is an unreasonable exercise of the 
power of the State Legislature to forbid the teaching of 
German in secondary institutions even where they are 
maintained by public funds. The decisions are not pre- 
cisely in point, so the legal outcome of the Scopes case is 
uncertain ; but thanks to the interest which the affair has 
already aroused, the people of the country are sure to 
receive some valuable lessons in the groundwork of American 
constitutional law before the curtain is rang down on the 
Tennessee statute. 


V. 


O much for the technical side of the affair. It is com- 

plicated enough, and we must wait for the courts to 
give us their answer. Meanwhile, there are certain other 
implications. 

The anti-evolution Act is not an isolated social pheno- 
menon. It is blood-kin to the prohibition amendment, 
and is closely related to the Ku Klux Klan—the one, an 
attempt to destroy an admitted evil by legislation, the 
other an attempt to punish anti-social acts and opinions 
by the extra-legal organization of force. All three move- 
ments are allied in that they invade spheres of life which 
have hitherto been regarded as private and beyond the 
pale of interference. They have their origin in a general 
feeling of uneasiness as to the present and future state of 
society ; and they are all based on the theory, stated or 
implied, that the individual is no longer to be trusted to 
regulate his private habits, his conduct vis-a-vis his 
fellows, or his religious beliefs. ‘There has probably never 
been a time in American history when the democratic 
experiment was in such great jeopardy. 
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So far as religion is concerned, certain prophetic people 
foresee out of this a large increase in the membership of 
the Roman Catholic Church. There are three kinds of 
religious authority, they say—that of a creed, that of a 
Bible, that of a Church. Many persons are so constituted 
by temperament, or so limited by lack of educational 
opportunities, that they must surrender their minds 
completely to authority. Now the creeds of the Protestant 
churches have been under attack for some time from 
within ; the authority of the Bible text is under the fire 
of science; and for those who must turn to authority, 
there is none left unimpaired except that of Rome. This 
may be a highly fanciful view, but it is interesting to read 
in the Commonweal of July 22 the following sentences : 


Catholicism has before it a marvelous opportunity in this situation 
which has not been created but which has been made critical by 
the Dayton trial. As the conserver and only authoritative definer 
of Christian principles, the Catholic Church has nothing to lose 
and much to gain by the present interest in religion and science. 

If out of the Dayton trial there shall come a national 
American Catholic movement, at once truly spiritual and intellectual, 
American public opinion is ripe to receive its message, and the 


apostolic mission of the Catholic Church will be well and timely 
served. 


On the educational side two possibilities appear: the 
one, that leadership in the progress of thought will again 
be captured by the endowed colleges, just at a moment 
when State universities with their large potential resources, 
seemed on the point of forging to thefront. The shadow of 
the Tennessee Act will fall across the desk of many a 
president of many a State university, and so long as the 
shadow is seen or imagined, there is little hope. The 
second possibility is an encouraging one. Here in the 
United States, in spite of the development of the “ interest- 
motive ” and the “ project method,” students, for the 
most part, are taught facts. They learn from “ text- 
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books,” and these texts are their final authority. The 
teacher is employed to impart knowledge to his pupils ; 
and if there should be two conflicting views on any point, 
he is expected to settle the conflict at once. Like the 
two philosophers in the Crock of Gold, “ every difficulty 
that (is) submitted to them, even by women, they (are) able 
to instantly resolve.” ‘This is the American tradition. 
The objection of the people of Tennessee to the “ teaching 
of evolution” is doubtless founded on the assumption 
that evolution, in the American public school, can hardly 
be taught as a theory, or as a hypothesis, but must, in 
the nature of things, be taught as a “fact.” If, as an 
indirect consequence of the Dayton case, the teacher 
should change his character from that of a taskmaster 
and expounder of lore to that of a fellow searcher for truth 
in company with even his youngest pupils, then the statute 
would be worth all the trouble it has caused. 

No one can prophesy what the direct consequences of 
the Tennessee Legislation and the Dayton “ victory ” 
will be. During the trial it was reported that Mr. Bryan 
would propose an anti-evolution amendment to the Con- 
stitution. He denied the charge, but did admit that 
he intended to “carry the case to the people.” Seven 
States, he asserted, would be stormed by himself and his 
fellows as soon as their Legislatures should convene. And 
soon after Scopes’ conviction an injunction was sought in 
Washington, D.C., to stop the payment of teachers who 
showed “disrespect to the Holy Bible” by teaching 
evolution. 

But Bryan’s ambitious plan probably died with the 
Great Commoner himself, for the Georgia Legislature, 
number one on the list of his victims, has just defeated 
an anti-evolution Bill by a convincing majority. The 
Washington case, moreover, seems to have expired. It 
is likely that there will be a pause in the campaign outside 
of Tennessee until a final judgment in the Scopes case 
has been rendered. 
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VI. 


E have been speaking of possibilities and of uncer- 
tainties. But amid the confusion of all that has 
so far taken place and all that is likely to appear, one thing 
stands forth plain. A great gulf between two halves of 
the American population has been revealed ; the one has 
kept fairly well abreast of progress in thought and in dis- 
covery, or else has been so occupied with external business 
that its spiritual sensibilities have become atrophied ; the 
other half, living for the most part in the rural sections 
and in the small towns, has found that inward harmony 
which all men so restlessly seek, not in intellectual activity, 
nor in absorbing enterprises, but in the text of the Word 
of God. How to heal the breach between these two divi- 
sions of the country is a problem which calls for patience 
and statesmanship. One of the special difficulties of the 
task lies in the fact that the North, in general, in these 
matters, has left the “‘ landmarks of the fathers ” behind, 
while the people of the South still reckon the metes and 
bounds of life by them. ‘There are those who think that 
the South must be helped forward. Perhaps it must, but 
the impetus will never be effectually applied from the 
North, and the sort of intellectual intolerance, couched in 
ridicule, that Darrow exhibited, is certainly not the most 
helpful technique. 
A sentence from one of Cardinal Newman’s discourses 
on the nature of university education comes to mind: 


About fifty years since, the English University, of which I 
was so long a member, after a century of inactivity, at length was 
roused, at a time when (as I may say) it was giving no education 
at all to the youth committed to its keeping, to a sense of the 
responsibilities which its profession and its station involved, and 
it presents to us the singular example of an heterogeneous and an 
independent body of men, setting about a work of self-reformation, 
not from any pressure of public opinion, but because it was fitting 
and right to undertake it. 
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Nor is the use of this quotation from Newman merely 
one way of expressing an idle and pious hope. Kentucky 
by the barest majority and Georgia by an overwhelming 
vote both rejected such legislation as Tennessee adopted. 
North Carolina, after a bitter struggle, likewise fought its 
way into the clear. These examples, out of the South, 
are full of encouragement. And most encouraging of all 
is the attitude of sympathetic understanding which North 
Carolina holds out to her sister State. 


We ourselves were guided (says the “ Raleigh News”) by 
the principle embodied in the Statute of Religious Freedom 
of Virginia. All attempts to influence the mind by temporal 
punishment or burthens, tend only to beget habits of hypocrisy 
and meanness, and are a departure from the plan of the Holy 
Author of our religion, who being Lord both of body and mind 
yet chose not to propagate it by coercion on either, as was 
His almighty power to do, but to exalt it by its influence 
on reason alone. 

Our fathers found the path after long struggle and strife. 
Tennessee, no less than North Carolina, will find the path to 
real truth rough and steep at times, but she no less than North 
Carolina will find the way. 


Meanwhile science in the United States survives ; and 
at the Mount Wilson Observatory they are analyzing the 
spectrum of the Great Nebula of Andromeda, some 
6,000,000,000,000,000,000 miles away. 


United States of America. 
August, 1925. 





THE IRISH SCENE 1925 


[The fact that the South-west corner of Ireland has always been an 
exceptionally restless region gives a peculiar interest to the article that 
follows. It sets out the views of an Irishman who lives there and, at 
the same time, enjoys unusual opportunities of personally gauging the 
situation in other parts of the country.—Eniror.] 


“I met with Napper Tandy and he took me by the hand, 
And said he ‘How’s poor old Ireland and how does she stand ?’” 
Tue WEARING OF THE GREEN. 


OW often has Napper Tandy’s historic question been 
asked in recent years and how tragic has been the 
answer. Yet it is still a question of vital interest, not only 
to the far-flung Irish race, but to all those of British blood 
who have the vision to realise its importance. The pur- 
pose of this article is to answer it once again in the light of 
present events, to present the Irish political scene as it 
shows itself to-day with the sun of liberty breaking through 
the clouds of hatred and discord which have too long 
obscured its latent and more natural characteristics. 
Perhaps by way of introduction I had better indicate the 
point of view from which I see it. Of Anglo-Irish blood 
I have lived all my life in the South of Ireland, mixing freely 
in its professional and public life. My grandfather was a 
friend of O’Connell, my father an intimate friend of Parnell, 
whilst I myself was honoured by the friendship of John 
Redmond and his brave brother Willie and took an active 
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part in their final tragic struggle for Home Rule. I was 
therefore born and bred in an atmosphere of constitutional 
Nationalism. But I have also known the men of the new 
movement. In the Gaelic League, which was its spiritual 
if not its political forerunner, Douglas Hyde and John 
MacNeill were my personal friends. I knew Pearse, 
Casement and Childers well and held them all in high 
personal esteem. I met De Valera when he was an unknown 
schoolmaster and before he had been elevated to the 
position of a third-class man in a first-class place. If I 
did not share these men’s political views I understood their 
ideals and respected their courage. I have always felt 
that they were entitled to their innings when we con- 
stitutional Nationalists had sunk in the Serbonian bog of 
Westminster intrigue and treachery. In so far as their 
movement was dishonest in demanding a republic, it ended 
in political disaster and recrimination ; in so far as it broke 
the moral law, it ended in tragic retribution. Mr. P. S. 
O’Hegarty, at one time member of the Supreme Council of 
the Irish Republican Brotherhood and now Secretary of 
the Free State Post Office, has recently pointed the moral. 


I know of no clearer example [he writes] of the application of 
the Moral Law than this tragedy of the Irregular devastation of 
Ireland. We devised certain “ bloody instructions ” to use against 
the British. We adopted political assassination as a principle ; we 
devised the ambush; we encouraged women to forget their sex 
and play at gunmen; we turned the whole thoughts and passions 
of a generation upon blood and revenge and death; we placed 
gunmen, mostly half-educated and totally inexperienced, as dic- 
tators with powers of life and death over large areas. We derided 
the Moral Law and said there was no law but the law of force. And 
the Moral Law answered us. Every devilish thing we did against 
the British went its full circle and then boomeranged and smote 
us tenfold, and the cumulative effect of the whole of it was a general 
moral weakening and a general degradation and a general cynicism 
and disbelief in either virtue or decency, in goodness or uprightness 
or honesty.* 


* The Victory of Sinn Fein, by P. S. O’Hegarty, p. 125. (The Talbot 
Press, Dublin.) 
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No word of mine need be added to this powerful and 
courageous indictment. 

So much by way of prologue. Out of the chaos of civil 
war the Irish Free State and its present government have 
emerged with heads both “ bloody and unbowed.” If 
they and their predecessors, Collins and Griffith, were 
responsible by their pusillanimous conduct after the 
Treaty for much of the disaster which fell upon the country, 
they had the courage to face the consequences of their own 
actions and pay the piper. That the infant State survived 
is due to their courage and determination in the face of 
enormous odds and tremendous difficulties. We have 
recently witnessed the last stage in its coming of age. Last 
spring several members of the Cumann na Gaedheal, or 
Government party, who had for some time been recal- 
citrant, sought support from the electors for the purpose 
of founding a new National party. They were led by 
Mr. Magrath, former Minister for Industry and Commerce, 
who had left the Government during the military crisis of 
last year, and Mr. Milroy, a second-rate and somewhat 
flamboyant politician. In the midst of this crisis President 
Cosgrave left for the South of France, ostensibly to recruit 
his health, but it was notorious that practically alone in 
the Cabinet he had been in favour of compromise with 
the seceders, and there were those unkind enough to 
suggest that his illness was as much political as physical. 
It was soon clear that the new National party had no real 
policy save vague denunications of the Government for 
not using the Free State as a stepping-stone to a republic, 
and for being in the grip of the Freemasons, an organisation 
which in Ireland is endowed with all the powers of the 
unknown. During the election members of the Govern- 
ment defined its position in no uncertain terms. Mr. 
O’Higgins, the Minister for Justice, speaking at Boyle 
on February 8, said: 


They had to face facts. Mr. De Valera hated facts as a cat hated 
water and they had to rub the facts into him during the next few 
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weeks. It was time that they grew up and recognised that they 
could not live in a world of make-believe. If they denounced the 
Treaty and tore up the Constitution it would not mean that by 
doing that they would get international recognition of the sovereign 
independent Republic. It would be more likely to mean a Crown 
Colony and it would certainly mean the loss of the North-East as 
well as economic ruin. 


At Carlow some days before he said, “ We are not conjurers, 
we make no claim to be able to produce a republic from the 
hat of the Treaty.” Mr. Blythe, the Minister of Finance, 
speaking at Cavan at the same time, was even more explicit. 
“We have no desire,” he said, “ to change the present 
Free State into a republic.” The importance of this 
declaration is obvious. It was, of course, a flat statement 
of satisfaction with the Dominion status, an abjuration of 
the so-called “ stepping-stone ” policy, and it was justified 
by the result, for the electors returned the Government 
candidates at the head of the poll in seven of the nine 
contested constituencies and they only lost two seats where 
they had been expected, even by optimists, to lose five. 
This wasa signal triumph and a strong indication of returning 
stability. The National party and its “ stepping-stone ” 
policy were absolutely wiped out and the Republicans 
heavily defeated. President Cosgrave had meantime re- 
turned to the fold and presumably accepted the views of 
his colleagues as he remained in office. He is probably the 
cleverest politician of them all. Even before the election 
was over the country began to swing away from personal 
conflicts and political crises to every-day problems of 
finance, taxation, and industrial and social policy which 
constitute the problems of normal States, and that move- 
ment has continued to grow steadily. It is at once the 
most hopeful and certain sign that the Free State has 
reached a condition of complete political equilibrium. Mr. 
De Valera and his braves are at a sad discount, and with 
Miss Mary MacSweeny engaged on propaganda in America, 
where may she long remain, things Republican have lately 
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fallen very flat. Quite recently a meeting of Mr. De Valera’s 
in the South had to be cancelled for lack of an audience, the 
special trains arriving empty. Even Archbishop Mannix, 
lately returned from Australia on a holiday, has maintained 
a discreet and tactful silence when responding to a welcome 
more personal than political.* It would be well if all 
Irishmen who live abroad and are completely out of touch 
with Irish realities could realise how much mischief they 
may create by interfering in Irish affairs. 

The real truth, always disguised and never frankly 
admitted, is that the great majority of the Irish people 
never wanted a republic. The Sinn Fein victory at the 
General Election of 1918 did not mean that Ireland yielded 
itself absolutely and unconditionally to the Republican 
policy. It was fought on the sole issue of abstention from 
Westminster and the extinction of the Irish party. “ The 
people,” said Father O’Flanagan in a candid after-victory 
speech, “have voted Sinn Fein. What we have to do now 
is to explain to them what Sinn Fein is.” “ It is question- 
able,” writes Mr. O’Hegarty, “ whether the Irish people 
when they voted Sinn Fein knew they were voting for war ; 
it is questionable whether if they did they would have so 
voted.”t And again, “The victory of Christmas 1918 
was not a victory of conviction, but of emotion.” The 
subsequent election of 1920 was, of course, not contested 
at all. The attitude of eighty per cent. of the people was 
one of expectancy and watchfulness. They gave Sinn 
Fein a fair field but no favour. They were quite uncon- 
vinced that the policy of proclaiming a phantom republic 
and assassinating individual policemen was a certain 
panacea for Ireland’s ills, but they gave the experiment its 
chance up to the point where it became evident that a 
Free State in the hand was worth any number of republics 


* Since these words were written the Archbishop has made speeches at 
Limerick and elsewhere showing that his old views are unchanged, but 
advocating peace and unity amongst Irishmen. 


+ The Victory of Sinn Fein, p. 38. + The Victory of Sinn Fein, p. 81. 
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in the bush, and obviously a better political and economic 
bargain to boot. 

It is this essential fact that foreign observers, misled by 
the dramatic overthrow of the Irish party in 1918, entirely 
overlook. The failure of that party under most favourable 
conditions to establish Home Rule even on a limited basis, 
and its sincere but misguided faith in the honesty of 
English politicians, were the real reasons for its downfall. 
The venerable Cardinal Logue wrote in the autumn of 
1917, “ If the Convention fails, then chaos.”* It did fail 
and the prophecy was fulfilled. One doubts if it was ever 
intended to succeed. Mr. De Valera and his friends are 
still trading on the fact that Irish politics have been so 
long solely national in essence and purpose, so long con- 
centrated on the one issue of political freedom, and so 
little concerned with the great social questions that agitate 
other lands that it used to be easy to side-track the people 
with the catch cry of “ perfidious Albion.” That dog will 
no longer fight and Mr. De Valera is ruefully reflecting on 
the fact that one cannot have a republic without republicans. 
The fact is that this national and abnormal aspect of 
Irish politics has ceased to react on Irish political realities 
and that the people are sick of military truculence. They 
will not give a blank cheque to a party without a social 
policy or constructive ability. The Republicans did not 
and do not realise that the destruction of the last frail 
links with the British Commonwealth will bring no more 
food, clothes or comfort to the common people of Ireland. 
But the people now realise quite clearly that a republic 
could not improve the financial and economic status of 
the Free State area, whilst it would undoubtedly injure it 
in many vital respects. The questions of currency, union 
with Ulster, and double taxation on English investments, 
are at once conclusive for any thinking man. 


* The reference is to the Irish Convention which was set up in July 1917 
to try to find a solution of the constitutional difficulty. It failed to agree 
after sitting until the spring of 1918. 
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The first indication of popular desire for the discussion 
of realities rather than republics was manifested at the 
beginning of this year, when some Cork merchants started 
an agitation for the remission of all income tax on incomes 
actually earned in Ireland. This movement, which was 
not too politely launched at the President’s head during a 
banquet in his honour at Cork on February 9, and which 
was not based on expert knowledge of the difficulties in- 
volved, at once monopolised public attention and remained 
a living and lively issue up to the introduction of the Budget, 
when it collapsed as suddenly as it had begun. It proved, 
however, that the man in the street was far more interested 
in Document Number One (his income tax form) than he 
was in Mr. De Valera’s Document Number Two. The 
two things which the business community really wanted 
were political stability and reduced taxation. The first 
was secured by the decisive elections of March and the 
latter by Mr. Blythe’s budget, which reduced income tax 
to the English level, gave us a free breakfast table and promise 
of further reductions to come. The Cork agitation 
collapsed because its promoters were not able to explain 
how their plan could be financed and because Mr. Blythe’s 
alternative was more popular and equitable, but it had 
served its purpose and had turned people’s thoughts from 
barren formulz to basic facts. 

Another and more contentious question now engaged 
public attention. On February 11 President Cosgrave 
introduced a motion in the Dail requesting the Joint 
Committee on Standing Orders to frame a Standing Order 
making it impossible that private Bills for divorce could 
be introduced. The position before the Treaty was as 
follows. One could obtain in the Irish Courts divorce 
a mensa et thoro, which was really only a judicial separation 
and did not entitle the parties to marry again. In order to 
obtain complete divorce a vinculo matrimonti with the right 
to re-marry, it was necessary to promote a private Bill in 
the House of Lords, an expedient only open to the very 
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rich and of which few availed themselves. President 
Cosgrave’s motion was passed by the Dail after some slight 
opposition, but when it came before the Senate, the 
Chairman, Lord Glenavy, quite logically and correctly 
ruled it out of order on the grounds that it was an attempt 
to legislate by Standing Order and therefore illegal. There 
matters remained until a few weeks ago, when Senator 
Douglas, Vice-Chairman of the Senate, brought forward 
a compromise resolution to the effect that Bills of divorce 
must be read a first time in each House before they could 
be further proceeded with in the Senate. This resolution 
was duly carried after a most acrimonious debate, in the 
course of which Senator Yeats, taking as his text the three 
principal statues in O’Connell Street, Dublin, proceeded 
to refer to the morals of O’Connell, Parnell and Nelson, 
whom they commemorate. These references were such 
that the Chairman pointedly asked, “ Do you not think 
we might leave the dead alone?” Whatever may be 
said of Parnell and Nelson, there is no historical justification 
whatever for casting reflections on O’Connell’s morality. 
Great men are always the butts for attacks of this nature, 


and O’Connell’s enemies spread malicious rumours about 
him that have never been substantiated, and which are 
opposed to the whole trend of his private life, which was 
that of a most affectionate father and husband. In his 
peroration the Senator referred to the Irish Protestant 
minority in the following words : 


We are one of the great stocks of Europe. There is no more 
famous stock in Europe. We are the people of Burke ; we are the 
people of Grattan ; we are the people of Swift, the people of Emmet, 
the people of Parnell. We have created most of the modern literature 
of this country. We have created the best of its political intelli- 
gence. Yet I do not altogether regret what has happened. I shall 
be able to find out—if not I, my children will be able to find out— 
whether we have lost our stamina or not. You have defined our 
position for us and you have given us a popular following. If we 
have not lost our stamina then your victory will be very brief and 
your defeat final. 
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I have quoted this passage not because of its intrinsic 
importance, which is small, but because it is symptomatic 
of the old Ascendency spirit which still finds it hard to 
realise that its day is done. The great majority of the 
Irish people, both Protestant and Catholic, object to 
divorce not only on religious principles, but because 
they believe it is a social evil, and that it has been 
proved so in every country where it has been tried, 
and further that it is better that a few people should 
be unhappy than that the whole domestic life of the 
nation should be undermined. This view is, in the 
writer’s opinion, supported by the fact that in 1870 there 
was one divorce for every eighteen marriages in the United 
States. Last year there was one divorce for every eight 
marriages. Senator Douglas’s motion has been rejected 
by the Dail, and has now been rescinded by the Senate. 
There the matter rests for the moment, but only for the 
moment. The problem cannot be left in suspense. The 
obvious remedy would be to pass a law making divorce a 
vinculo matrimonit illegal, but this would probably raise 
vital constitutional questions over which opinion differs 
considerably, and which would probably ensure an appeal 
to the Judicial Committee of the Privy Council, a contingency 
which, for political reasons, the Government is naturally 
anxious to avoid. 

Another vital public issue has been raised by the appoint- 
ment of a Commission to enquire into the law concerning 
the sale of intoxicating liquor, and to report whether the 
number of public houses in the country is excessive. This 
Commission arose out of the controversy created last year 
when Mr. O’Higgins, the Minister for Justice, intro- 
duced, and passed a drastic Licensing Act. The 
Dail, at that time, did not feel that sufficient infor- 
mation was available to decide various important 
issues which arose during the debate, and this Com- 
mission is the result. It has been sitting since March 
and both the licensed trade and the temperance organisa- 
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tions have given evidence before it. The outstanding 
fact seems to be that, whilst in England there is one public 
house for every 400 of the population, and in Scotland, 
where the conditions are more closely akin to Ireland, one 
to every 695, in the Irish Free State there is one public 
house for every 230. Many towns and villages show 
a perfectly ludicrous state of affairs. For instance, in 
Ballaghadereen, in the County Mayo, there are 219 houses 
of which 72 are licensed premises; in the village of Dowra, 
County Cavan, 18 houses out of which 1o are licensed ; 
and in the village of Grange, County Sligo, 17 houses 
out of which 7 are licensed. Hundreds of similar cases 
could be cited. It is clear that, even taking into account 
the scattered nature of the population, this number of 
licensed houses is excessive, and there can be little doubt 
that the Commission will recommend a considerable 
reduction. That this reduction will have any material 
effect on the consumption of drink is greatly to be doubted, 
but it will certainly make police control more effective and 
reduce the illicit consumption which at present exists. It 
will be difficult to devise a means of reduction both just 
and speedy, and undoubtedly the report of the Commission, 
which is now drawing to a close, will revive rather than 
terminate the controversy. Other vexed questions, such as 
Sunday closing and the structural alteration of the country 
public houses, which are almost invariably half shop and 
half public house, will also be dealt with by the Commission, 
which has approached the questions before it in a judicial 
and constructive manner. There is little doubt that the 
Free State has been stimulated to activity in these matters 
by the recent legislation in Northern Ireland, which 
abolished all off-licences and enforced Sunday closing. Mr. 
O’Higgins, who is the live wire of the Government, has 
shown courage and determination in dealing with this 
thorny question, and he will probably press the conclusions 
of the Commission into law as soon as possible. 

The fiscal position is also one of great interest and has 
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brought home to the public, perhaps more than any other 
factor, the realities and, one may add, the inconveniences 
of their freedom. During the century prior to the Treaty 
England and Ireland were, of course, one fiscal unit. Since 
the Treaty, and particularly since the setting up of a 
separate Customs boundary for the Free State on April 1, 
1923, this position has been completely altered. On 
that date the Free State began to enforce against Great 
Britain the protective Customs duties up to then common 
to both countries. They were, of course, few in number. 
Chief among the manufactures thus protected were tobacco 
and cigarettes, motor cars, musical instruments, clocks and 
watches and, under the provisions of the Safeguarding of 
Industries Act 1921, a wide range of goods of comparatively 
minor economic importance, mostly chemicals. The effect 
of this change was immediately felt, especially in connection 
with the manufacture of tobacco and cigarettes and, as a 
result, three new tobacco and cigarette factories were 
established here by the associated English companies. 
These factories give considerable employment, but have 
also injuriously affected the smaller Irish factories previously 
existing, and there is now no further scope for industrial 
development in this direction. The tariff had no effect 
in stimulating the manufacture of musical instruments, 
or clocks and watches, nor was this to be expected. ‘The 
Government set up a commission of experts to advise them 
on the whole question of Protection, but failed to act on 
its recommendations, which were against further tariffs. 
Without definitely committing themselves to a doctrinaire 
policy of Protection, they have made considerable altera- 
tions in the previous law, and the Customs barrier between 
the two islands has become very much of a reality, as most 
travellers know. Nevertheless, proximity, as in the case 
of Canada and the United States, will probably continue 
to exert a decided influence on the trade between the two 
countries. The Safeguarding of Industries Act has been 
repealed, but under the Finance Act of 1924 the following 
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additional manufactures were protected by means of a 
Customs tariff, namely, sugar, confectionery, cocoa prepara- 
tions (chocolates, etc.), candles, boots and shoes, certain 
kinds of empty bottles, and soap. This experiment in 
Protection has been further extended by the Finance Act 
of 1925, which brings under the operation of the tariff 
personal clothing and wearing apparel, blankets, bedsteads 
and furniture. The tariff on toilet soaps has been in- 
creased also, and the scope of a few other tariffs introduced 
in the previous year extended or modified. Practically 
all the industries included in these tariffs were already in 
existence within the Irish Free State, and there can be no 
doubt that they have received a stimulus from the protection 
afforded them, but they are still far from supplying the home 
market, and in some cases it may be doubted whether they 
willever doso. In these circumstances, whether Protection 
is a game worth the candle in an agricultural country like 
the Free State is a matter for speculation, and gives promise 
of being a lively political issue in the near future when the 
full effect of the new tariffs on clothing and furniture 
begins to be felt by the farmers and the small shopkeepers. 
There is already considerable complaint and irritation over 
the endless checks and delays which the setting up of the 
Customs barrier has involved, and in one notable case—that 
of the Ford motor industry at Cork, which employs close on 
2,000 hands and whose principal market is England—the 
effect of the reimposition of the McKenna duties in England 
may well prove fatal. There is at present before the Dail 
a Beet Sugar (Subsidy) Bill, and arrangements have been 
completed with a Belgian firm of repute, Messrs. Lippens, 
to proceed with the project of establishing beet sugar 
factories in the Free State. There is also a project on foot 
for re-starting the dead meat industry at Drogheda. Under 
the Trade Loans (Guarantee) Act, passed last year, the 
Government have power to guarantee the capital and 
interest on loans obtained from the banks to meet capital 


expenditure (not working capital) upon industrial under- 
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takings. There is little skilled labour available in the 
country, but it is an undoubted fact that the people 
speedily acquire the industrial habit, and in other countries 
to which they have emigrated have readily adapted them- 
selves to factory conditions. This is noticeable in America, 
where very few Irish are to be found on the land. In 
spite of all these developments, trade conditions in the 
Free State are generally far from good. The South has 
suffered more than Dublin, which is beginning to exercise 
the centripetal force of a real capital. Cork has been 
particularly badly hit, first by the blowing up of the 
Mallow railway viaduct by the Republicans, which practi- 
cally cut off Cork merchants from the profitable markets 
between Mallow and Thurles, including most of Kerry, 
for a period of two years. This destruction, as wanton as 
it was childish, was hardly repaired when a bitter general 
strike took place in Cork City which lasted for three 
months, and the result of which, a slight reduction in 
wages, was not commensurate with the upheaval involved. 
Cork, it must be remembered, bore the real brunt of the 
Anglo-Irish struggle, and the Black and Tans in December 
1920 reduced the most important portion of the principal 
street, as well as the City Hall and Carnegie Library, to 
ashes. This loss is only now being made good. Improved 
economic conditions in Great Britain and on the Continent 
would, of course, react favourably on the economic 
position of the Free State. The Government has mapped 
out an ambitious programme of road-making and recon- 
struction, and this should go some way to meet the ever- 
present problem of unemployment, which, however, is not 
as serious as in England. 

The Shannon water-power scheme will also help this 
end. This scheme, with its tremendous possibilities, is 
one of the other big issues which have brought the people 
face to face with realities. It was inaugurated by a clever 
young Irish electrical engineer, Mr. T. A. MacLaughlin, 
and taken up by Messrs. Siemens-Schuckert, the great 
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German electrical engineers, by whom he was employed. 
Recognising its importance, the Government gave Messrs. 
Siemens leave to prepare a detailed proposal, which was 
then submitted to three of the leading hydro-electric 
engineers in the world—a Swede, a Swiss and a Norwegian. 
They, with some minor modifications, accepted Messrs. 
Siemens’ proposal, which now goes forward as an agreed 
scheme to be carried out by Messrs. Siemens for the 
Government. The Shannon scheme, as finally approved, is 
visualised as taking place in three stages, namely, partial 
development, further development and final development. 
These three stages differ on both the hydraulic and elec- 
trical sides. On the hydraulic side in storage, in the first 
stage only Lough Derg is to be used ; in the second Lough 
Ree in addition; and in the third Lough Allen is to be 
added. On the electrical side the three stages correspond 
to stages of increased electrical supply and consumption. 
The work to be now undertaken only concerns the partial 
development. When the further development will occur 
will depend on the growth of consumption. The scheme 
of partial development provides for the diversion of one- 
third of an average year’s flow of the Shannon into a new 
canal just above O’Brien’s Bridge in the County Clare, and 
the carrying of the water to Ardnacrusha, where the power- 
house is to be situated, about three miles north of Limerick. 
Here a fall of roughly 100 feet is obtained, and three tur- 
bines of 30,000 horse-power each are to be installed. Ina 
very dry year these turbines will generate 153 million units, 
spread out over the year to meet the various requirements 
of the various seasons. In addition, during the winter 
months they will generate an extra 90 million units over 
and above the normal calculated requirements of such 
months. In a year of average rainfall the output will be 
much greater, and will amount to 288 million units. In 
what is termed a wet year at least 373 million units will be 
available. This electricity is to be transmitted on high- 
tension lines and distributed through transformers in the 
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first instance to the cities and towns and, approximately, 
all villages of over 500 inhabitants. The partial develop- 
ment, apart from providing for what is described above, 
incidentally includes improvement in the drainage and 
navigation of the Shannon. Its total cost is estimated at 
£5,200,000. Opinion in Ireland has been sharply divided 
as to the merits of the scheme. ‘The leaders of big business 
and the banks, who possibly feel that they have not been 
sufficiently consulted by the Government, look upon it 
askance. There is perhaps, also, a feeling that, being con- 
ceived by foreigners and not originating from England, it 
is open to grave suspicion. There are besides rival schemes 
in the field for the development of the Liffey. People a:e 
afraid too at this juncture of embarking on the capital 
expenditure involved, and there are doubts about the 
demand for current being adequate. 

The real fact, of course, is that neither the British nor 
Irish are leaders in hydro-electric development, and the 
Government have gone very wisely to those who are. One 
of the main evils we suffer from in Ireland is that the 
economic life of the country has been built up on legislation 
made in England, on English ideas, no regard being had for 
the fact that this legislation is based on considerations of 
an English economic system, the fundamentals of which 
must be, of necessity, different from ours in so far as the 
natural resources of both countries are so different. The 
English power system is built up on a basis of coal, and we 
have followed suit, although we have practically no suitable 
coal and have to import what we use. Every other 
European country has built up its power system on its 
natural resources ; Norway, Sweden, Switzerland, and now 
Italy, have all developed their water power to its utmost 
capacity. The moral is obvious. Our power basis is all 
wrong, and the only natural policy is to aim at a power 
supply from home resources, This policy will both 
decrease our imports and increase production of essential 
commodities at home. In addition, by the provision of a 
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liberal supply of cheap power universally available, it will, 
beyond all doubt, assist in increasing our exports. Looked 
at from the narrowest commercial viewpoint, the Shannon 
scheme is, in the opinion of the writer, clearly justified. 
Even under partial development in an average year it will 
produce 288 million units. The Coal Conservation Com- 
mittee reported some years ago that on an average § lbs. of 
coal were required to produce one horse-power of energy. 
On this basis the 288 million units is equivalent to 860,000 
tons of coal, or in money value at least £1,290,000. In this 
first stage of the Shannon scheme, therefore, we have the 
possibility of producing at home the equivalent per annum 
of {1,290,000 worth of present-day imports. If we capi- 
talise this sum at 5 per cent. we arrive at £25,800,000. The 
Shannon scheme, in its partial development, will cost 
£5,200,000. Surely it is good business to invest a capital 
of {5,000,000 to get the equivalent of a capital investment 
of £26,000,000. ‘Those who think otherwise either do not 
realise what has been done elsewhere, or have not thought 
the matter out from a national point of view. So far the 
scheme has met with no parliamentary opposition worth 
talking about, and will be almost certainly carried through 
without delay. 

The Shannon power project is not only the first big 
enterprise of the Irish Government, but also an act of 
national faith in the future of the Free State. This faith 
is justified in every way. Law and order have been estab- 
lished fully and completely over the entire State. The 
new Civic Guards have not, it is true, yet attained to 
complete proficiency in discharge of their duties, but they 
have made excellent progress, and seem fully to realise the 
advice of their Chief Superintendent, General O'Duffy, 
that it is a policeman’s first duty to be courteous to the 
public. I have recently motored through the principal 
parts of Cork and Kerry and found everything as it used to 
be ten years ago. The roads are being improved every- 
where, the people are courteous, and the hotels preparing 
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for the American and English tourists who are already 
beginning to arrive. Passing speedily and peacefully to-day. 
through these glorious mountain valleys and along some of 
the most beautiful coast drives in Europe, it is difficult to 
believe they are the same places where, a few years ago, 
blown up bridges and road trenches were a commonplace 
and personal danger a certainty. It is true that burnt out 
police barracks and country houses still remain in their 
ruins to remind one of that very recent past, but they are 
now only tragic monuments of past history and not 
reminders of present danger. The Irish Free State is now 
as peaceful as any country in Europe. 

The new judicial system set up by the Courts of Justice 
Act 1924 is functioning smoothly throughout the country. 
It has increased the County Court jurisdiction to £300, 
but has otherwise left the courts practically as they were 
under English rule, but camouflaged with new names. 
This mania for giving new titles to everything has led to 
some amusing complications. For instance, the rules for 
the new courts provide that a High Court judge may be 
addressed as A Heerna, which, being literally translated 
by an Irish-speaking peasant, means an invocation to the 
Deity (““O Lord”). These same rules have not yet been 
promulgated, the Government being so anxious to set up 
New courts, or rather to appoint new judges, that it passed 
the Act before any rules were drafted, and now, twelve 
months afterwards, owing to official delays, they have not 
yet seen the light—a strange case of building the house 
before the foundations. 

Amidst all these alarums and excursions the Boundary 
Question has faded into comparative obscurity. No 
one, except the log-rolling politicians and local factions 
on both sides of the Boyne, takes much interest in 
the doings of the Boundary Commission, which has now 
been sitting since last November. President Cosgrave 
said a few days ago that we did not want Northern 
Ireland to unite with us one moment before it freely 
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wished to do so. This is as it should be. After all, the 
settlement of the Ulster Boundary should not be the end 
but the beginning of Irish unity; and insensate quarrels 
over the fixing of that Boundary, which no Irishman of 
vision can ever look upon as permanent, would seem to 
be neither statesmanship nor common sense. Economic 
conditions in the North-East, where the linen and the 
shipbuilding industries are in parlous straits, must inevi- 
tably turn people’s thoughts towards union with the Free 
State. It is abundantly clear that this union can only 
come by a federal process. A leading Canadian statesman, 
Sir George Foster, speaking of the still separated island of 
Newfoundland, said in 1917, “So far as Canada is con- 
cerned, the latch string is always on the outside and the 
light is always burning.” Only by a similar attitude on 
our part towards Ulster”can Irish union be achieved. That 
the Free State Government would seem to have grasped 
this essential fact is not the least hopeful sign for the future 
of Ireland. 

The local government elections which have just taken 
place are equally reassuring. It is true that only about 
50 per cent. of the electors voted, but the results were a 
decisive victory for the policy advocated by the Govern- 
ment of keeping national and domestic affairs in separate 
compartments. The Government took no official part, 
but everywhere the Republican candidates were over- 
whelmed by the Farmers’ and Independent candidates, 
who have a substantial majority on all the local councils. 
In Cork, for example, most of the old Redmondite farmer 
councillors were returned, and one of them has been 
elected Chairman of the County Council. Unfortunately, 
local government in Ireland has from the first been regarded 
as a side issue. The engrossing nature of the national 
struggle for self-government caused men to be selected as 
candidates rather for their political complexion than their 
personal character, and the clan system, which still exer- 
cises its influence in Irish public life, led to jobbery and 
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inefficiency. A wise economy, wedded to a wide spirit of 
efficiency, would seem to be the best programme for the 
new councils, and the close control of their actions which 
the Ministry for local government can exercise, under the 
new Local Government Act, will undoubtedly tend to move 
them in this direction. Previous to the elections the 
Government had already suppressed the town councils of 
Dublin and Cork, as well as several minor boards, for proved 
inefficiency and corruption, and substituted city com- 
missioners on the American plan, but under direct Govern- 
ment control. Unfortunately, the Government does not 
seem to have definitely decided whether its local govern- 
ment policy is to be centripetal or centrifugal. At present 
it is a somewhat confusing and illogical mixture of both 
these tendencies. The German and American system of 
expert city managers appointed for long periods, and con- 
trolled as to expenditure by a popularly elected body, 
would seem to be the most likely avenue of approach to the 
solution of this difficult but most interesting problem. 
The people can be trusted to take local government 
seriously once they are given the right sort of lead. 

This, then, is the Irish scene as it at present unfolds 
itself. We see the Irish Free State firmly established and 
gaining strength and experience day by day. Its young 
Government, with little pretence to great statesmanship, 
no knowledge of diplomacy, and complete ignorance of high 
finance, has yet made good with a dogged courage and 
determination worthy of every praise. In the darkest 
hours they never despaired of their country. The country’s 
greatest immediate need is the creation of a critical and 
constructive parliamentary Opposition. Such an Opposi- 
tion is essential in the near future, not only for the purpose 
of keeping the Government up to the scratch, but for 
providing a strong alternative executive when the present 
Government loses the confidence of the electors. That it 
is not now discernible need not give cause for panic or 
alarm. Political life, like nature, abhors a vacuum, and the 
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issues upon which such an Opposition will soon take shape 
are already becoming apparent. Mr. Johnson, the clever 
leader of the Labour party, and Captain Bryan Cooper, one 
of the Independent members, are the outstanding critics 
of the Government, but Labour cannot hope to become an 
Opposition by itself. The Independents, the Farmers and 
the supporters of the former Irish party may possibly 
combine to form an effective Opposition, and, eventually, 
a more conservative Government than the present. Such 
a combination could no doubt count on support from the 
Church and the liquor interest, two powerful forces, not 
altogether unused to running in double harness. But 
whatever the immediate future may hold, the Irish Free 
State has made good; a nation is on the march. 


NOTE. 


According to The Times of August 17, work is to begin next 
month on the first part of the Shannon scheme, and a contract has 
been signed for the construction of a new canal, river embankments, 
pumps to prevent flooding, and a power station, at a cost of {2} 
million.—EpirTor. 





UNITED KINGDOM 


I. Tue Muppie or tHe Mines 


N the spring of this year the Mining Association and 

the Miners’ Federation instituted a joint committee to 
deliberate on the state of the coal industry and to arrive, 
if possible, at some agreed plan for its improvement. By 
the last week in June these negotiations came to a stand- 
still. There was agreement on facts but none on remedies. 
On June 30 the owners gave the necessary month’s notice 
to terminate the agreement which, with some modification 
in 1924, had governed the industry since the end of the 
great coal strike of 1921. ‘That agreement provided for a 
minimum wage and the division of the surplus between 
profits and wages in agreed proportions. They pointed 
out that they could no longer afford to pay the wages 
prescribed by the agreement. They formulated the terms 
of a new agreement to replace it. They proposed that in 
future the proceeds of the industry, after the deduction of 
“costs other than wages,” should be divided in the pro- 
portions of 87 to wages and 13 to profits. The allotment 
to wages was to cover special allowances, to be settled in 
the districts, to the worst-paid men. No provision was 
offered for the maintenance of a minimum wage, the owners’ 
13 per cent. being an equal charge with wages on the 
proceeds. In other words, not profits but the wages of the 
better-paid men were to supply the deficiencies of the 
worse-paid. The men not merely rejected these terms but 
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refused even to discuss them. Their contention was that 
they could not live on lower wages and that reduction 
would only lead to corresponding reductions in wages 
abroad and in no way ease the strain of international com- 
petition. The only way to remove the handicap imposed 
by low wages on the Continent was, they claimed, “a 
general levelling up process.” 

There has never been an industrial deadlock quite to 
compare with that which lasted from the first to the last 
day of July. It engendered more light than heat, more 
resignation than anger. Owners and men, it was generally 
acknowledged, were equally held in the grip of economic 
adversity, whoever and whatever might be responsible for 
it. Critics might fasten on the platform utterances of the 
miners’ secretary, the excitable Mr. Cook, or on the tactics 
of the owners in timing a stoppage for the slack season of 
the coal trade in the summer; they might convict the 
miners of missing their opportunities in the past or the 
owners of failing in efficiency ; or they might seek to blame 
the Government for its currency policy or for intervening, or 
not intervening, or intervening in the wrong way. But no 
one expected the miners to accept the owners’ new terms, 
or the owners to continue on the old terms. The coal 
trade, the highly sensitive index to our position in the 
world’s markets, was rightly taken as registering influences 
beyond the scope of national policy. Impolicy may have 
contributed to the severity of their effect and the ill-pre- 
paredness of the trade to meet them. It might have been 
wisdom to have instituted an enquiry before the trouble 
reached such a pass, or at all events made preparations to 
cope with a stoppage if it became inevitable. But wisdom 
could not have varied the causes, temporary and per- 
manent, operating to restrict the use of coal. 

The coal industry touched a peak of prosperity in 1913. 
From 1916, when it came under Government control, up 
to the middle of last year it has existed under artificial 
conditions. During the war, like every other controlled 
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trade, it enjoyed assured markets and a steady revenue. 
After the war it continued to profit by the disorganisation 
of the European coalfields. It commanded its prices. In 
1919 unrest in the industry impelled the Coalition Govern- 
ment to appoint the Sankey Commission. The Commis- 
sion’s first recommendation of a seven-hour day and an 
increased wage was accepted by the Government. On the 
question of administrative reform the Commission pre- 
sented four reports. All recommended the purchase of 
royalties. ‘The chairman and the miners’ representatives 
proposed nationalisation. Sir Arthur Duckham, an inde- 
pendent representative on the employers’ side, advocated 
the amalgamation of colliery companies in the various 
districts for the cheaper and more efficient working of the 
coal. The Government offered legislation to buy out the 
royalty owners and to promote the consolidation of manage- 
ment in the districts. ‘The miners, insisting on the chair- 
man’s report, refused the offer. The whole ground of the 
controversy was then shifted by threats of industrial action 
for political ends. In 1921 the Government, faced, 
as trade turned downward sharply, with the prospective 
necessity of furnishing a heavy subvention to an industry 
for which it was still responsible, decontrolled it at the end 
of March, five months before the expected date. This 
sudden exposure to economic realities and the consequent 
adjustments led to a strike which lasted from April to 
August, and ended in the profit-sharing agreement that has 
since been the law of the industry. Under the new agree- 
ment, 1922 was a year of better trade. In 1923 the Ruhr 
invasion artificially stimulated the demand for British coal 
by a fresh dislocation of continental production. But the 
true features of the problem could not be much longer 
concealed. The high prices successfully demanded for 
export coal assisted the conquests of oil and hydro-electric 
power, while the production of coal from new sources 
abroad continued. The Ruhr and Reparations settlements 
deprived British coal of its passing advantages. 
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Thus we have come by turbulent stages to the “ normal 
year,” as the twelve months ended last June may be reckoned. 
The features of the “ normal year ” are melancholy. 


The number of collieries producing at a loss rose in April to over 
64 per cent., and in May to nearly 67 per cent. The amount of coal 
raised by such collieries in May reached 60 per cent., being 11-8 
millions, against 7-9 raised by collieries with credit balances. 

The comparable statistics of the export trade are:—In 1913, 
73°4 million tons ; in 1922, 64-2 million tons ; in 1923, 78-0 million 
tons ; in 1924, 59°2 million tons, and for the first half-year of 1925 
to the end of June they were at the rate of 49-4, the price having 
dropped between January and June by over Is. 4d. a ton. Our 
exports during June were 3-6 million tons, being at the rate of 
43°7 million tons per annum. 

Of the six main coal areas of this country, four showed a loss over 
all per ton commercially disposable for the year to April 30, 1925, 
while the eastern area alone showed a substantial credit balance. 
During the period from June 1924 to July 1925, no fewer than 
508 mines were closed and not reopened, involving 110,483 wage- 
earners, while only 96 mines, employing 8,522 wage-earners, were 
opened or reopened. (From the Report of the Court of Enquiry, 
July 1925,) 


Another article in this issue refers to the present position 
of coal in world-economy. To complete the economic 
background of the British dispute it will be enough to 
record here that there has been a fall in coal production 
in Europe and America since 1913 and a rise in production 
in Africa, Asia and Australasia. 

A Parliamentary answer on August 5 stated, “‘ according 
to the latest available information,” that collieries held 
stocks of coal amounting in metric tons in the Ruhr to 
10,000,000, in Belgium to 1,800,000, in Czecho-Slovakia to 
nearly 300,000, and in Russia to 2,030,000. 

The world’s consumption of coal has declined. Great 
Britain’s share of it has declined disproportionately. At 
the same time the home demand, despite the increase of 
population, has fallen off by some four million tons. 

Such was the plight of the industry when the owners 
denounced the existing agreement at the end of June and 
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formulated the new terms on which they were prepared 
from August 1 to offer employment. Years which should, 
no doubt, have been years of investigation, preparation 
and co-operation had been frittered in illusions and 
ill-temper. A seven-hour day, while increasing output 
per man per hour, has diminished it per man per shift. 
No conspicuous change of technical or administrative 
practice has taken place. The commercial exploitation 
of the valuable constituents of coal is still nearly unknown ; 
they are merely burnt. The industry is virtually the 
industry of 1913, vainly coping with the conditions of 
1925. 

The more apparent the difficulties of the coal trade 
became, the more they emphasised the danger of downright 
catastrophe in a stoppage. Everything conceivable was 
to be lost by one. It was clearly far more than a mere 
question of wages and profits. Public opinion was satisfied 
that the men’s earnings were far from excessive, but 
where was the money to come from to pay them with? 
The solution obviously involved wider problems of labour 
and industrial conditions in other countries, of scientific 
development, and of the possibility of costs being reduced 
by better methods and organisation. 

But reform takes time. In July there was no time. 
The Government held off until negotiations between 
owners and miners broke down. Mr. Bridgeman, First 
Lord of the Admiralty, was then deputed by the Cabinet 
to bring the parties together. He failed. The miners 
insisted as a first condition of conference that the owners 
should “ withdraw ” their proposals. The owners, willing 
to hold them in abeyance, were not prepared to “ withdraw” 
them in the sense of admitting that no proposal to vary 
either hours or wages was justified by the state of the 
industry. On this terminological needle-point the dead- 
lock rested. The miners offered no suggestions of their 
own; they restricted themselves to the demand for a 
wage sufficient to cover the cost of living. 
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The Government’s next step was to appoint on July 13 
a strong Court of Enquiry under the Industrial Courts 
Act. It consisted of Mr. H. P. Macmillan, K.C. (chair- 
man), who, though not a Labourist, served the Labour 
Government as Lord Advocate, Sir Josiah Stamp and Mr. 
W. Sherwood, a trade unionist representative with con- 
siderable administrative experience. Their first endeavour 
was to secure the attendance of the miners. The miners 
maintained their refusal to attend any enquiry or con- 
ference as long as an increase of hours or reduction of 
wages were within the terms of discussion. The Court 
thereupon proceeded with its investigation. Its report, 
issued on July 28, four days before the owners’ notice 
to the men ran out, set forth the desperate position of the 
industry and examined the opposing cases. It found that 
the theoretically correct solution was to eliminate all coal 
undertakings incapable of furnishing a wage on which 
the worker might be reasonably expected to live, though 
it questioned “whether the coal industry is one whose 
fate from the national point of view can be left to be 
determined by the unmitigated operation of purely econo- 
mic forces.” It held the wage-earners justified in their 
claim for a minimum wage. It regarded it as “a large 
assumption ” that, in face of the prevailing coal slump, 
the savings which might be effected through an increase 
of working hours would enable the owners to dispose of 
their increased output. While severely critical of the 
owners’ wage proposals, it accepted their contention 
that the industry could not be conducted at a loss. It 
ventured the opinion that “there is considerable room 
for improving the efficiency of the industry as a whole,” 
and it judged the royalty-system to be an irritant out of 
proportion to its economic cost to the industry. The 
Report concluded with a note by Sir Josiah Stamp on the 
burden which, in his view, the return to the gold standard 
has laid in the present year on the export industries. 

The day before the publication of the Report the Prime 
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Minister took over from Mr. Bridgeman the task of media- 
tion. In the meantime, the miners, eschewing negotiations 
with the mine-owners, had been busy with negotiations 
of their own. As soon as notice to terminate the agreement 
had been given them, they revived the plan of an alliance 
with the railwaymen and transport workers which, under 
quite other conditions, had broken down disastrously in 
1921. This time it had better success, not because the 
extreme views of Mr. Cook, the miners’ quasi-Communist 
secretary, had prevailed with his own or the other unions, 
but because all were equally convinced of the sober necessity 
of resisting a depression of wages. It is true to say of the 
majority of the leaders that their decisions were rather 
taken in the spirit of fatalism characteristic of the whole 
deadlock than in any temper of bravado. A draft con- 
stitution of an alliance was duly signed. Railwaymen 
and transport workers undertook to move no coal after 
August 1. The Miners’ International Committee promised 
to co-operate by restriction of output. The miners at 
Scarborough, on July 13, affirmed their solidarity. On 
July 23, they gave a week’s notice of their intention to 
cease work, as the owners had given notice to terminate 
the 1924 agreement then. 

On the same day, miners and owners were brought into 
conference without result. From July 28 the Prime 
Minister was in constant conference with one side and 
the other. On the 29th he induced the owners to vary 
their terms to the extent of offering a low national minimum 
wage or more favourable terms through district settlements, 
with the further concession that any profits in August 
should go to wages. This offer did not bridge the gulf. 
At midday on the 30th he saw the miners once more. 
He offered an “ authoritative enquiry” with a view to 
putting the industry on its feet again. At the same time 
he said 


I told you yesterday, and I must repeat it to-day, that the Govern- 
ment are not prepared to give a subsidy to the industry. 
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In the afternoon of the same day, a conference of the 
executives of all the unions affiliated to the Trade Union 
Congress met at}\Westminster. It approved the measures 
taken to assist the miners and promised its full support. 
Later in the day, detailed instructions to railway and 
transport workers were issued under its authority. These 
decisions, if not an instruction for a general strike, were 
an instruction for a general stoppage within a measurable 
time. 

The conference was undoubtedly stiffened by a reported 
observation of the Prime Minister’s that, unless conditions 
improved, money-wages generally would have to fall. 
Only a little earlier the railwaymen had rejected a proposal 
by the railway companies to reduce all wages and salaries, 
from the directors downwards, by five per cent. At that 
moment, moreover, the imposition of a five per cent. cut 
in wages by the textile employers of the West Riding had 
produced a widespread strike in the industry. 

In the afternoon, the Prime Minister saw the mine- 
owners. In the evening, after a meeting of the Cabinet, 
he met miners and owners together. The miners offered 
their co-operation in an enquiry, but protested against the 
injustice of a cut in their low wages before the enquiry 
had begun. The Prime Minister, in reply, proposed a 
settlement based on the withdrawal of notices, a temporary 
subsidy from the State to the industry, and a Royal Com- 
mission with wide terms of reference. On these conditions 
the dispute was settled, or suspended, next day. Neither 
side withdraws. ‘The miners continue to receive wages 
on the present scale, the Treasury making up until May 1 
next the difference between the rates proposed by the 
owners and the present rates. Parliament has been asked 
to vote {10,000,000 for the purpose as a provisional figure. 
The required sum may be more than twice that unless 
trade improves. It is unlikely to be less. 

In support of the action of the Government, it is pointed 
out that a coal stoppage would have cost the country 
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anything up to {200,000,000 apart from permanent loss 
in foreign markets, where our present position is already 
precarious, and that given the situation described above 
there is a defence for the outlay, high though the price may 
be for a purely negative gain and finally disastrous to the 
community though it would be, if there were any extension 
whatever of the principle of State assistance to distressed 
industries. We are reminded that it is of a piece with the 
rest of the Prime Minister’s industrial policy of steady 
conciliation, illustrated in his refusal to interfere with 
the trade unions’ political levy and in the pensions scheme. 
He has steadfastly declined to “ fire the first shot.” Under 
another Prime Minister, the industrial temper of the 
hour might, it is said, very well be more sour and un- 
reasonable than it is. Certainly a strike would have been 
an irretrievable defeat for the Prime Minister personally. 
The indictment against the Government is that, although 
at the eleventh hour there may have been nothing else to 
do, it had had nine months in which to forestall the crisis, 
and that it had done nothing. To this charge Mr. Bald- 
win’s answer is that until matters became acute, interference 
by the Government would have been resented and might 
have done more harm than good. The Government is 
also blamed for the way in which it handled the dispute. 
Mr. Baldwin himself in a speech in the House of Commons 
on June 29, when a vote of censure was moved on the general 
question of unemployment, first hinted at the possibility 
of State subsidies to industry, a hint which spread con- 
sternation among his supporters. 


I think it would be useful if the House itself, in the course of 
this debate, would examine and consider, as the Government are 
proposing to do, whether by any form of subsidy it may be possible 
to give.... that stimulus and lift in the region of those industries 
which seem at the moment beaten down into a position of help- 
lessness. 


A mining member at once challenged the Prime Minister 
to say whether his speculation applied to the mining indus- 
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try. Mr. Baldwin excused himself from a direct reply 
because of the critical position of the coal negotiations. 
Later in his speech he explained that he did not necessarily 
commend the subsidy as practicable or beneficial, but 
only asked that the House should examine it. A few 
days later, Mr. Austen Chamberlain had to deny that the 
Cabinet was considering a subsidy to the coal industry. 
In a debate on trade on July 8, Sir A. Steel-Maitland, 
Minister of Labour, went out of his way to say 


In view of the suggestions which are being made in the newspapers, 
I wish to make it quite clear that . . . . no trade, including the coal 
trade, ought to look to the State for a subsidy to enable it to carry on. 


But the mischief was done. If Mr. Baldwin had never 
made his unfortunate reference to subsidies, the deadlock 
might still have come about in the same way. But his 
critics point out that no observations could have been 
better calculated to deprive the negotiators on both sides 
of all incentive to bear their responsibility and arrive at 
an agreement by mutual concessions. 


A further criticism of the Government is that its action 
had all the appearance of being a concession to superior 
force. Mr. Baldwin at 1 p.m. on July 30 was repeating 
the Cabinet’s determination to have nothing to do with 
subsidies. By 9.30 p.m. the same day he had offered one. 
In the intervening afternoon the Trade Union Congress 
had mobilised its complete forces in support of the miners. 
The Government yielded to facts. But the event gave the 
appearance of a surrender to force which is as bitterly 
deplored by Mr. Ramsay MacDonald as it is by the Die- 
hards, and is claimed triumphantly as such by men like 
Mr. Wheatley as a direct encouragement to “ direct action.” 

Parliament has risen until November 16, having first 
voted the subsidy by 351 votes to 16, Labour, of course, 
voting with the Government. There has been no Unionist 
revolt against the settlement, but it has been as trenchantly 
criticised within the party as in the Press and by the 
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Liberals. Budget reckonings are now all out. Mr. 
Churchill, Chancellor of the Exchequer, admits that the 
year will now very likely end in a deficit. Tosecure indus- 
trial peace the Government has given a hostage to fortune. 
It has staked on restoring the coal trade—unless, as is 
unlikely, some very remarkable turn of trade takes the 
business out of its hands—by means of a Royal Commission 
and legislation. A Unionist Cabinet will, many predict, 
find itself committed to the limitation of private enterprise 
in the coalfields and the purchase of royalties. But, what- 
ever the recommendations of the Commission, they can 
hardly be carried into effect before May 1 and the expiry 
of the subsidy. What is to happen after May 1? We 
are still only at the beginning of the coal problem. 

The critical nature of next year’s Budget is already 
becoming apparent. The introduction of the contributory 
Pensions scheme in a time of bad trade has been defended 
partly as a step to industrial contentment and co-operation 
and partly by the promise of rigorous economy in this and 
succeeding years. Now the Exchequer has been called 
upon to furnish a subsidy of unknown amount and effect 
just after it has reluctantly accepted notice of increased 
expenditure on naval defence. 


II. Poxiticat Events 


N his Budget speech Mr. Churchill set himself the task 

of retrenching to the amount of ten millions a year, 
The Government’s economy muscle was very soon to be 
tested. At the beginning of July the Admiralty and the 
Treasury were at loggerheads over the former’s programme 
for the replacement of cruisers. Divisions in the Cabinet 
on the question rapidly broadened out into divisions in 
the Unionist party and Press. It was argued for the 
Admiralty that it had demanded the minimum necessary 
for the maintenance of the one-Power standard. It was 
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more than hinted that the Board of Admiralty could not 
accept responsibility for the maintenance of that standard 
with less, and that, if denied it, they would resign. On the 
other side it was urged that, resignations or no, the civil 
authority must have the last word; that economy, in the 
present condition of the country, was itself a department 
of defence of overriding importance; and that unco- 
ordinated expenditure, without regard to defence needs by 
sea, land and air as a whole, carried no guarantee of utility. 
On its more conventional lines the Admiralty had a case 
to be met. The British Empire has 57 cruisers built and 
building, the United States 32, Japan 37, and France 21. 
But of our total only § are of post-war construction, of the 
American total 8, of the Japanese 23, and of the French 5. 
This comparison and the natural conversion of the Wash- 
ington limitation on cruiser tonnage (10,000 tons) from a 
maximum into a minimum were held to justify the Ad- 
miralty programme of replacement by new and larger ships. 
A compromise finally ended the dissensions. The Admiralty 
secured authority for a five-year building programme, 
covering sixteen cruisers, ten of them ships of 10,000 tons, 
at an additional aggregate cost of {£37,670,000, making 
an expenditure during that period on new construction of 
£58,000,000 in all. Only £527,170 is to fall additionally 
on this financial year. The Admiralty undertakes to make 
that sum good out of anticipated surpluses and fresh econo- 
mies. It is pertinently asked why the economies could 
not have been secured before. At the same time, in 
addition to the Economy Committee of the Cabinet, which 
will review the whole of public expenditure, a special com- 
mittee of three persons unconnected with the Government 
is to investigate the accounts of the three fighting services. 
A powerful combination has been secured in Lord Colwyn, 
Lord Chalmers and Lord Bradbury, the two latter ex- 
officials of the Treasury. 

Parliament authorised the Admiralty’s amended building 
programme on July 29 after a debate in which Mr. Churchill 
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and Mr. Bridgeman, protagonists in the Cabinet contest, 
appeared in amusing conjunction for the defence. The 
compromise cannot be regarded as satisfactory. It repre- 
sents a decision taken piecemeal and under pressure while, 
in the interests of economy and efficiency alike, the needs 
of defence call for a fresh and unhurried review of national 
policy and resources as a whole. 

The country has seen four Governments in four years. 
For the industrial position into which it had drifted by the 
beginning of last July Mr. Baldwin’s Administration is not 
solely responsible. But the terms of the coal settlement 
were none the less a shock to opinion and they have shaken 
confidence in the Government. Its future hangs more 
certainly than ever on the quite incalculable course of trade, 
wages and employment during the next nine months. The 
brunt of the session has fallen on Mr. Baldwin and Mr. 
Churchill most heavily. Mr. Neville Chamberlain, the 
skilful pilot of pensions and housing legislation, has had 
the next largest share of responsibility. Mr. Baldwin 
enjoys an unusual degree of general respect and liking. If 
he is always a little above the battle, Mr. Churchill is always 
in the thick of it. Labour has not forgiven him his militant 
anti-Bolshevism nor Liberalism his return to the Unionists. 
A Free Trader, establishing the principle of Preference, 
he has won small credit from other Free Traders and small 
thanks from unsated Protectionists. His resistance to the 
Admiralty’s programme provoked Die-hard enmity into a 
blaze. Enthusiasts for retrenchment scorned him for accept- 
ing—and defending—the subsequent compromise. As the 
contriver of the Budget, he is a target for the criticisms 
levelled against the Pensions Act and the return to the Gold 
Standard. As, necessarily, the protagonist of economy, 
for which he renewed his appeal when the House rose, he 
will tread on other corns. As the beneficiary and loyal right 
hand of the Prime Minister, his abilities, in their present 
application, are particularly obnoxious to the promoters, 
in the Press and elsewhere, of alternative Governments. 
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Up to the present little change is observable or was to 
be expected in the relative positions of the three parties 
in the country. The most interesting development of 
political thought comes from the Labour side. The Clyde 
group’s impatience of Free Trade orthodoxy has already 
been commented upon in these pages. When the House 
of Commons discussed the Preference provisions in this 
year’s Budget, the Clydesiders were in the front of the de- 
bate. They are for the protection of high standards of 
living against the competition of low-paid labour abroad, 
though they hope to secure it rather by State organisation 
of imports than by tariffs. Their reason for supporting 
the Budget preferences was the high wage standard of the 
Dominions. Mr. Kirkwood scandalised and pained the 
internationalists of his party by adding kinship as another 
reason. “ Internationalists,” retorted the New Leader, 
“cannot give ‘ preference’ to the products of the workers 
of Australia and Canada over the products of the workers 
of Russia and California.” A committee appointed by the 
party to examine these embarrassing differences has pro- 
duced a report which may compose them for the time. It 
proposes, wherever necessary and practicable (admittedly 
it can rarely be practicable), the use of the boycott, official 
or voluntary, and the establishment of labour conditions 
under international standards. 

From the proceedings of the British Commonwealth 
Labour Conference which met on July 27 it is also clear 
that Labour, since its experience of responsibility in office, 
in no way intends to neglect Imperial questions. Mr, 
MacDonald in opening the conference declared the assump- 
tion that the “‘ Tory party, the party of reaction,” was the 
only one which cared about the Empire to be “ all fudge 
and humbug.” ‘“ We see,” he said, “ that the Labour 
movement in the Empire and the whole development of 
Imperial life is of the utmost importance.” This is the 
key-note of many Labour utterances on the subject. 

There has also been some movement on the part of the 
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Government in Commonwealth affairs. The long-dis- 
cussed division of the Colonial Office has taken place. We 
have now a Secretary of State for Dominion as well as for 
Colonial Affairs. Mr. Amery holds the new office in addition 
to his old one. Lord Clarendon becomes Under-Secretary 
in the new department. The Committee appointed to 
advise on the expenditure of the annual sum of £1,000,000, 
designed as the equivalent of the preferences agreed on at 
the last Imperial Conference but not accepted by the 
electorate, has reported. It recommends the establish- 
ment of a natural preference in the mind of the consumer 
through the education of wide publicity and the clear 


marking of Empire produce. The report has been, on the 
whole, favourably received. 





CANADA 


I. Current Po.itics 


HE Fourth Session of the present Federal Parliament, 
which ended on June 27, completely failed to realise 
the prophecies that it would be marked by the extreme 
liveliness and strenuous controversies usually incidental 
to the approach of a general election. Indeed by common 
agreement it is rated to have been one of the dullest on 
record. The Government, confident in the unfaltering 
support of a substantial contingent of the Progressives 
and in the inability of the rest of the Opposition forces 
to combine on any fundamental issue, was never in serious 
danger of defeat in the House of Commons; but its 
sessional record was not impressive, nor calculated to 
strengthen its position with the electorate. The manage- 
ment of parliamentary business was open to a serious 
criticism in which all parties must share; in the earlier 
part of the session whole weeks were frittered away in 
futile academic discussions, and ihe Budget debate was 
prolonged to an inordinate length; then in the last three 
weeks a mass of diversified and difficult legislation was 
thrown at Parliament’s head, which, together with many 
of the estimates, did not receive adequate consideration 
because members were eager to end the session at any 
cost. 
Transportation problems provided the chief items in the 
sessional bill of fare. In regard to the dangerous issue of 
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tailway freight-rates the Government took refuge in a 
careful compromise. The prairie provinces are given a 
sop in the shape of statutory permanence for the special 
eastbound rates on grain and flour, fixed by the Crows’ 
Nest Pass Agreement, but the other limitations of this 
pact are now abolished and the Railway Commission is 
given a free hand to create a new freight-rate structure 
for the whole Dominion. The West expressed great indig- 
nation at the virtual cancellation of what is regarded 
as the Magna Charta of its transport rights, and its 
representatives at one time threatened to blockade in Parlia- 
ment the Bill embodying the Government’s policy. But 
the solidarity of Eastern opinion in favour of the restoration 
of the control of railway rates to the unfettered judgment 
of the Railway Commission convinced them that resistance 
was hopeless. British Columbian members complained 
because the special rates on grain and flour were not also 
applied to westbound traffic for the encouragement of 
Vancouver and other Pacific ports as outlets for the grain 
export of the prairies. Against such a concession all the 
influence of the railway companies was exercised, for they 
are anxious to retain as much traffic as possible for the long 
haul eastward. 

But a much less happy outcome befell the Government’s 
novel project for controlling ocean freight-rates on the 
North Atlantic route through a subsidised alliance with 
Sir William Petersen. The criticisms which had been 
directed against the Preston report and the Petersen 
contract were in a large measure sustained by the exhaustive 
investigation of a special parliamentary Committee, and 
by the report which this Committee submitted to Parlia- 
ment. Indeed, before the hearing of evidence had been 
concluded, both parties to the contract had agreed to drastic 
modifications of its terms in the hope that it could be made 
acceptable to Parliament, but the Committee declined 
to endorse it even in modified form. It would only suggest 
that Sir William Petersen be invited to demonstrate the 
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superior merits of his new type of corrugated ship under 
conditions which would give him freedom of competition for 
cargoes. This experiment will probably never take place, for 
Sir William Petersen, whose health had been poor, and who 
was much affected by the adverse contents of the report, 
collapsed and died in an Ottawa hotel on the day of its 
publication. The Committee, however, found that a 
shipping combine did exist, that there had been an extra- 
ordinary increase in the rates on many commodities, and 
that. some regulation of the activities of the shipping con- 
ference was desirable. It recommended that an investiga- 
tion of the books of the shipping companies, which had been 
commenced under its auspices during the inquiry, should 
be continued in Britain and elsewhere, in order to ascertain 
whether the present rates were justifiable ; and it advocated 
that the Dominion Railway Commission be constituted 
a tribunal for hearing complaints against the shipping 
companies, and that the latter be compelled to file with 
it all conference agreements, tariffs, rate-schedules, and 
other data necessary for a judicial. estimate of the pro- 
priety of rates. ‘Thanks to the tragic death of Sir William 
Petersen, the Government was enabled to evade what 
might have been a very damaging debate upon the subject, 
but no real progress has been made towards the settlement 
of the problem. 

Perhaps the fiercest controversy of the session developed 
over a project for the export to the United States of most 
of the fruits of a huge hydro-electric development which 
is planned at the famous Carillon Rapids on the Ottawa 
River. A group of rich American capitalists, who had 
enlisted the influence of certain Canadian politicians, 
have been seeking a long-term lease for these water-powers 
with an export permit attached. The details of the trans- 
action were gradually elicited from Ministers. Conservative 
and Progressive hostility both to the principle of exporting 
power which would soon be needed at home and to this 
particular scheme was reinforced by the opposition of 
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the Toronto Globe and Premier Taschereau of Quebec 
within the ranks of the Liberal party ; and after the Con- 
servatives had forced a special adjournment of the House 
of Commons to discuss the problem, the Government 
agreed to accept a resolution which puts an effective veto 
upon long-term leases for power export. 

One useful piece of legislation which passed is a new 
Grain Act, embodying the recommendations of a Royal 
Commission, and introducing some valuable reforms in 
the rules and practices governing the most important trade 
of the Dominion. A series of amendments was made to the 
Elections Act, but dissension in the Liberal party over 
the Alternative Vote Bill, which the French-Canadian 
members dislike almost as much as the Conservatives, was 
responsible for its abandonment by the Government in 
face of protests from the Progressives. At the instance 
of the manufacturers very drastic legislation was passed 
to check the practice of smuggling, which has now grown 
to alarming dimensions and is not confined to alcoholic 
liquor. At intervals repercussions were heard in the 
‘Commons of the bitter industrial conflict still proceeding 
in the coalfields of Cape Breton; and undoubtedly the 
Government’s refusal to accept responsibility in connection 
with it cost the Liberal party heavily in the Nova Scotia 
provincial election, and will tend to alienate the Labour 
vote elsewhere. There were no serious objections to trade 
treaties with Finland and the Netherlands, but the pact 
with Australia was assailed for different reasons by both the 
Conservatives and the Progressives. Although Mr. Robb, 
the acting Finance Minister, entreated the House to use 
great discretion in its criticisms, the Conservatives attacked 
the treaty unsparingly as an infringement on the protection 
needed by Canadian farmers and fruit-growers, and the 
Progressives criticised the increases in the duties on dried 
fruit, which had been necessary to. create a basis for pre- 
ferential concessions to Australia, on the ground that they 
would raise the cost of living, and yet be ineffective for 
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their avowed purpose. But a substantial majority was 
eventually secured for the measure embodying the terms 
of the treaty. In the course of the debate Mr. Robb 
hinted that negotiations for an enlargement of these terms 
were still in progress with the Bruce Government. 

The Senate had apparently been in no way overawed by 
the Premier’s threat, made at the end of last session, to 
launch a crusade for the curtailment of its power, for it 
meted out very cavalier treatment to a number of Govern- 
ment measures. It saved the Treasury nearly three million 
dollars by changing from a measure of general compensation 
to one of compassionate relief, a Bill allocating $5,450,000 
of public money to the depositors of the defunct Home Bank. 
The Government made a gesture of challenging the right of 
the Senate to amend such a money Bill, but the latter stood 
firm on their ground and made their will prevail. The 
Upper House also killed a Rural Credit Bill which both the 
Opposition groups in the House of Commons had derided 
as a piece of political window-dressing, and they stopped 
the construction of two branch railway lines on the grounds 
that they were proposed for political reasons. Accordingly, 
the Senate is at present enjoying a temporary prestige as a 
useful Cerberus for the Treasury, and the Montreal Gazette 
contends that its activities have saved the country about 
$40,000,000 in the last two years. The estimates included 
a vote for the expenses of a conference, foreshadowed in 
the Speech from the Throne, between the federal and pro- 
vincial Governments, concerning the powers and constitu- 
tion of the Senate and other co-related problems, and official 
intimation was made that it would be held some time in 
September, but no serious results are expected from it. 
During the session a special committee of the Senate, sitting 
behind closed doors, made an exhaustive survey of the rail- 
way situation, which is still arousing general disquietude, 
and induced a number of important railway authorities, 
such as the Presidents of the Canadian Pacific and Canadian 
National systems and leading business magnates like Sir 
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Herbert Holt and Sir Joseph Flavelle, to give their frank 
opinions upon the problem. As a result of this symposium 
and their own deliberations the committee produced a 
report recommending careful consideration to a plan for the 
amalgamation of the two great railway systems through a 
working partnership between the Government and the 
Canadian Pacific railway. In view of the desperate charac- 
ter of the problem, the scheme has excited favourable 
comment in the Press, through the hope it offers of an 
elimination of the present wasteful duplication of services, 
but none of the political parties has so far ventured to 
endorse it. 

Imperial and international problems received the scantiest 
of treatment during the latter half of the session. Indeed, 
except for some casual interpellations, such as the occasion 
on which Mr. King bluntly and briefly informed a Labour 
member that Canada was not bound by the proposed 
Security Pact, practically no mention was made of them, so 
absorbed was Parliament in domestic issues. At the 
passage of the vote for the expenses of a Canadian Minister 
at Washington, Mr. King intimated that the Government 
has experienced difficulty in finding a suitable occupant for 
the post, but that an appointment would be made in the 
near future. Gossip in Ottawa associates the name of both 
Mr. Charles Murphy, the Postmaster-General, and Mr. 
George Graham, the Minister of Railways, with the 
position, and either would be a happy selection. 

A pre-election atmosphere had enveloped the whole 
session, and a week before it ended members of the Com- 
mons were preparing to depart in the confident expectation 
that before they reassembled they would have to face the 
ordeal. The Government had been very much heartened 
by the result of a provincial election in Saskatchewan on 
June 2 when Mr. Dunning, the able Liberal Prime Minister 
of English birth, who has given the province very efficient 
administration since 1922 and has been able to retain the 
confidence of the Progressives, easily maintained his posi- 
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tion; and they were obviously laying plans for a federal 
election in the early autumn. But on June 25 a devastat- 
ing defeat in Nova Scotia completely altered the outlook. 
The Liberals had held office in that province without inter- 
ruption for 42 years and in the last Legislature there were 
only two Conservatives. But the industrial strife in Cape 
Breton, which produced a serious reaction upon the 
economic life of Nova Scotia, had been badly handled by the 
Government, and there was an expectation that it would lose 
a number of seats. Some prophets even predicted its 
defeat, but no one was prepared for the wholesale inunda- 
ticn which left the Liberals with only three seats out of 43, 
such a result in a traditional Liberal stronghold being little 
short of a political revolution. 

In Saskatchewan Mr. Dunning had explicitly dissociated 
the fortunes of his Ministry from the record of the federal 
Government, but in Nova Scotia federal and _ provincial 
policies are always irretrievably intertwined and most of 
the Liberal and federal members campaigned for the beaten 
provincial Government. The same factors, high taxation, 
economic stagnation and the effects of emigration, will 
operate at an election in New Brunswick which is now fixed 
for August 10, and will also play a vital part in any federal 
contest. Indeed, if the Liberals also lose control of the 
New Brunswick Legislature it would be impossible to 
reckon as safe any one of their twenty-five seats in the 
Maritime provinces. 

Accordingly, from the stricken field in Nova Scotia there 
have been coming to Ottawa plaintive appeals for a post- 
ponement of the federal ordeal, and strenuous efforts are 
being made to change the minds of the Quebec wing of the 
Liberal party, which has been pressing for an early election 
on the ground that the times can never again be more pro- 
pitious for a repetition of the triumph of 1921, and may soon 
become less so. The Liberals of Ontario have also become 
anxious that the healing hand of time should be applied to 
the memory of a curious episode connected with a proposal 
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for a special national flag of Canada. By a strange inad- 
vertence the Government appointed a committee composed 
of six Roman Catholics to examine and consider alternative 
designs for such a flag, but this maladroit choice of per- 
sonnel provoked such a tempest of Protestant wrath that the 
committee was hastily disbanded. The shrewder strategists 
of the party, however, realise that a Government which runs 
to the end of its full term, is always cramped in its pre- 
election manceuvres, and fear that the charge of clinging to 
office might be pressed with disastrous results in 1926. 
The Conservatives have been much encouraged by the result 
in Nova Scotia, and the crusades of the Montreal Star and 
Gazette against Mr. Meighen have ceased, with the result 
that his position has been greatly strengthened ; but there 
is not yet available conclusive evidence that he has made any 
serious headway in regaining the favour of French-Canada. 
When the election comes, the Conservative party will] 
endeavour to fight on the general record of the Govern- 
ment and the need for higher protection in order to improve 
industrial conditions and check the southward exodus, in 
which, however, there has been a gratifying abatement during 
the first half of 1925. Internal dissensions have seriously 
affected the efficiency of the Progressive party, and seven- 
teen members of it who broke with their leaders and sup- 
ported the Budget, may be ranked as Liberals for all prac- 
tical purposes ; in many cases they will re-emerge as Liberal 
candidates. It becomes, moreover, increasingly plain that 
the Progressive party must abandon all aspirations to be- 
come a national party, and must resign itself to the réle of a 
western sectional bloc. It will be handicapped in an 
election by a lack of adequate Press support, but if it is able 
to organise a vigorous soldiers’ battle, it will retain a great 
majority of the seats in the prairie provinces ; and it might 
under certain circumstances be able to exercise a very 
decisive influence. The Liberals obviously intend to base 
their chief appeal on the ground that stable and efficient 
government is impossible without a clear majority in the 
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House of Commons, and that, since alone of the three major 
parties they possess reasonable hopes of securing such a 
majority, they merit the support of all disinterested voters 
who place the welfare of the country before the success of 
any party. About the outcome of a general election specu- 
lation is almost impossible, since many factors, such as 
a good or bad crop and a drastic reorganisation of the 
Cabinet, are likely to intervene before the votes are polled. 


II. Discontent 1n Nova Scotia * 


OLITICAL dissension in an acute form has been the 
lot of most countries which took an active part in the 
great war. Canada has been free from the more violent 
forms of unrest which have shaken many other countries, 
but she has had her share of contention, nevertheless. 
To a large extent the discontent is a reflection of the 
commercial depression from which most countries have 
been suffering, to be surmounted only by a slow and painful 
process of reconstruction, and in consequence it may be 
dismissed as not raising special constitutional questions. 
In the province of Nova Scotia, however, the discontent 
has taken a direction which does raise questions of govern- 
ment of considerable interest and difficulty. The people 
of the province are calling in question the utility of the 
political union in which they are placed, and separation 
from the Dominion is seriously discussed. The ‘ Nova 
Scotia Question ” is, therefore, one of some importance ; 
and it is worth while to attempt to discover what justifica- 
tion there is for the widespread resentment against the 
Canadian connection, and what means of redress can be 
found which will preserve the union. 
The Dominion of Canada was created by the British 
North America Act, passed by the Imperial Parliament, 
and ratified by the Legislatures of the colonies of Nova 


* This section is contributed by a correspondent in Nova Scotia. 
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Scotia, New Brunswick, and Canada. The Act came 
into force on July 1, 1867, and the anniversary of that 
day has ever since been celebrated as the birthday of the 
Dominion. In Nova Scotia, however, the inaugural day 
was not one of general rejoicing as birthdays ought to be. 
Public sentiment in the province on the question of union 
was fairly indicated by the appearance of many news- 
papers on that day with their columns draped in black. 
The persistence of the same sentiment, after nearly two 
generations of union, makes it pertinent to review the 
circumstances under which Nova Scotia entered. 

Union in Nova Scotia was brought about largely by one 
man of inflexible determination and splendid courage, 
Dr. Charles Tupper. His first plan, indicated in a resolu- 
tion which he carried through the Nova Scotia Legislature 
in 1864, was for a union of only the maritime provinces 
of Nova Scotia, New Brunswick, and Prince Edward 
Island. But when it appeared that the province of Canada 
also wished to join, this plan was abandoned in favour 
of the larger idea of uniting all the British provinces in 
North America. At a conference held in the city of 
Quebec, in September 1864, the essential details of the 
scheme were formulated, and these were subsequently 
embodied in the British North America Act. 

Circumstances made it impossible to proceed with the 
union during the next year or two, so the plan lay dormant. 
During this time a strong opposition developed against 
it in Nova Scotia, which was stimulated by the vivid oratory 

of Mr. Joseph Howe, a distinguished former Premier of 
the province. Tupper did not hold an election in the 
province on the question of union, but had he done so, 
there can be no reasonable doubt that the verdict would 
have been unfavourable. The Legislature was deluged 
with petitions against it, the Press was almost solidly 
opposed, and anti-union demonstrations were a popular 
pastime. Even Tupper himself, usually very confident 
of the result of appeals to the people, seems to have been 
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convinced that in this case he could not carry the electorate 
with him. But nothing could shake his own conviction 
that union was a good thing for the province; and he 
passed it through the Legislature by the use of his sub- 
stantial majority, though it was as evident as it could 
reasonably be that the Legislature had lost the confidence 
of the people. So it was that Nova Scotia entered Con- 
federation with a feeling that her rights had been bartered 
away, and hence the mourning in which her newspapers 
were draped on July 1, 1867. Her resentment was ex- 
pressed at the first elections for the federal House of 
Commons by the return of eighteen out of nineteen repre- 
sentatives pledged to secure repeal of the obnoxious Act. 

- If the union had proved advantageous to the province 
the opposition would have died away, and Dr. Tupper 
would then be gratefully remembered as a far-sighted patriot 
who had braved the opposition of his contemporaries in 
order to achieve a measure of constructive statesmanship. 
But the opposition has not died away. More than once 
since 1867 has dissatisfaction with union been evident. 
For example, in 1887 a provincial election was held in 
which the issue was the repeal of the British North America 
Act so far as it related to Nova Scotia, and the party | 
supporting repeal was given a majority. At the present 
time, though people are as yet loath to speak of secession, 
the feeling that the province is not receiving justice under 
the union is as strong as ever. Since fifty-eight years of 
common difficulties and sacrifices have failed to cement 
the Dominion, it seems worth while to inquire seriously 
as to what is the cause of friction. 

In the present writer’s opinion, Nova Scotia’s grievance 
is chiefly an economic one, and lies in the conflicting 
interests respecting trade policy between it and other parts 
of the Dominion. Nova Scotia is, by position, a maritime 
country. So far as it trades with other parts of the world 
at all, it naturally finds its most profitable markets overseas, 
for the most part in foreign countries. It is connected 
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with the rest of Canada by lines of railway which traverse 
hundreds of miles of undeveloped country on which traffic 
is scanty and costly. Looked at by itself, therefore, the 
trade policy which the interests of Nova Scotia would 
clearly seem to demand, is one which would develop the 
natural industries of the province and encourage its mari- 
time trade. This opinion is confirmed by a study of the 
trade policy of the province while it was still a separate 
unit. The countries with which it traded most largely 
were Great Britain, the United States, and the West Indies. 
Trade with the other British provinces, while of some im- 
portance, was not larger than that with the least important 
of the countries mentioned. The tariff of the province 
was adapted to these facts. It was substantially a tariff 
for revenue, of Io per cent. on about 40 per cent. of the 
imports, and it yielded a sufficient income for the relatively 
small public expenditure of that time. For some twelve 
years after Confederation the fiscal policy of the Dominion 
was not materially different from that which the interests 
of Nova Scotia demanded. It is true that the tariff was 
twice raised, till it reached 17} per cent. in 1874, but it 
was not until the adoption of the “ National Policy” 
of Protection in 1878 that Nova Scotian and Dominion 
interests seemed to begin clearly to diverge. The 
protective policy has been adhered to by Canada ever since 
its adoption, irrespective of the party in power, though the 
height of the tariff has fluctuated. 

Protective duties encourage trade within a country and 
discourage trade with foreign countries. The effect of the 
Canadian tariff has been to put a premium on trade between 
the provinces and to discount intercourse with other 
countries. This is perhaps of advantage to the central 
provinces, the trade of which would naturally be in large 
part with the adjacent territories. But it is clearly opposed 
to the interest of Nova Scotia, where trade connections are 
principally with foreign countries and trade with Canada 
must pass, in large part, over an expensive and unprofitable 
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line of railway. Nova Scotia would have some consolation 
for the impediments placed in the way of its foreign trade 
if the Canadian tariff had established industries on a sub- 
stantial scale within the province, which could prosper 
within the protected market. But with a few exceptions 
this has not occurred, and even the ones located there are 
leading a precarious existence. So far as the sale of its 
products is concerned Nova Scotia is in much the same 
position as it was in 1867; the products of its forests, 
fisheries and farms must be sold in the markets of the world. 
But instead of being free now, as then, to buy in the 
markets of the world, the province is obliged to purchase 
many things in the protected Canadian market at higher 
prices, from establishments located, in most instances, in 
central Canada, where such industries, as the tariff is 
responsible for, are nearly all situated. 

Evidences of economic stagnation in Nova Scotia in 
recent decades are not hard to find. The population of the 
province has increased at a slower rate since 1881 than at 
any other time since 1827, the earliest date for which 
figures are available ; though for the Dominion as a whole 
the period since 1881 has been one of great expansion. 
Banking and merchant houses and manufacturing establish- 
ments which formerly did a prosperous business in the 
province have, with rare exceptions, either gone out of 
existence or been absorbed by competing establishments in 
Ontario and Quebec, thus ceasing to have their major 
interests in Nova Scotia. Numerous hamlets along the 
coast which once carried on trade, in a small way, with other 
countries have been deserted or are sustained in a demoralis- 
ing existence, picking up the crumbs from Dives’ table by 
catering to American tourists. 

One does not wish to exaggerate the grievance. Much of 
the relative decline of Nova Scotia is due to causes over 
which neither the federal Legislature nor any other has 
control. The province is not as richly endowed as some 
other localities to which its people can readily move, though 
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its resources are not meagre. The decline of the wooden 
sailing ship as a vehicle of commerce has been an important 
factor. But it is argued here that the effect of these 
inevitable changes has been considerably aggravated by an 
adverse tariff policy, and that the fact should be recognised. 

If the views presented here are sound the redress of Nova 
Scotia’s grievance calls for a revision of the present tariff to 
make it conform better to the peculiar needs of that 
province. In such a revision a sharp clash of interest 
between different sections of the Dominion would certainly 
appear. The manufacturing sections would oppose any- 
thing tending to open the Nova Scotian market to freer 
trade. To pessimistic Nova Scotians this fact makes the 
possibility of securing relief nearly hopeless, since the manu- 
facturing provinces have the preponderance of political 
power in the Dominion. But compromise on both sides is 
necessary if the Dominion is to be preserved intact with 
reasonable harmony and goodwill among its parts. Only in 
proportion as the various sections are willing to sink their 
differences in the common cause of building up the nation 
will it be possible to maintain a union of divergent interests. 
And here the further question is raised: If the concessions 
made necessary are very large, is the union worth while ? 

It has already been said that the present discontent is not 
a new phenomenon but only the reappearance of an old 
complaint. The statesmen of the Dominion have had to 
deal with it before, but the way in which they have done so 
does not merit imitation. When Nova Scotia has agitated 
for “ better terms ” it has been pacified by an increased 
subsidy from the federal Treasury, which temporarily 
allayed the discontent but left unchanged the conditions 
which produced it. It is quite as much to the discredit of 
the people of the province as to that of the responsible 
members of the Government at Ottawa, that Nova Scotia 
has been bought into acquiescence in a mistaken policy 
instead of seeking for a remedy which would really improve 
matters. It might even be bought again if a tempting offer 
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were made to it, though there is some indication that there 
is a slightly more intelligent public opinion in the province 
than usual.* At all events, it needs no argument to show 
that this method can never solve the difficulty which fifty- 
eight years of intermittent unrest show clearly to exist ; and 
it is to be hoped that we have seen the last of such futile 
attempts to evade the issue, and that before long there will 
be a sincere effort to discover the trouble, whether it be in 
the tariff, as here suggested, or somewhere else, and to do 
something constructive to remedy it. Such an attempt 
means a good deal to the unity and harmony of the 
Dominion. 


Canada. July 22, 1925. 


* In the provincial elections in June both parties made a bid for popular 
support as champions of Nova Scotia’s rights in the Dominion. The Liberal 
party, which was overwhelmingly defeated after over forty years in power, 
took the view which is put forward here, that the interests of the province 
were being prejudiced by the tariff. The election, however, was decided 
upon matters quite apart from this, and the result cannot be construed as 
expressing the disbelief of the people in tariff reform. 





AUSTRALIA 


I. Tue Sate oF THE COMMONWEALTH SHIPPING LINE 


HE Commonwealth Government Shipping Line 
earned large profits during the war, but most of these 
were lost in the business depression and keen competition 
in shipping that followed. In 1921-22 the loss, including 
interest and depreciation, was nearly {1,200,000, and in 
1922-23 over £1,600,000. Unable to face a continuation of 
such losses, and hoping that non-political management 
might do better, the Commonwealth Parliament trans- 
ferred the line in September 1923 from the control of a 
manager who took his orders from the Prime Minister to the 
Commonwealth Shipping Board, an independent body of 
three members. The capital value of the ships and of the 
dockyard at Cockatoo Island in Sydney Harbour, which also 
was placed under the management of the Board, was written 
down from {12,770,000 to £4,700,000—this depreciation 
of over £8 million consisting about equally of loss of profits 
previously received by the Federal Treasury and of loss 
of capital provided by the Treasury when the ships were 
acquired. The fleet handed over to the Board consisted 
of six modern passenger and cargo vessels, and of nearly 
50 cargo vessels, most of which were unsuitable. The 
passenger ships and some of the cargo ships traded between 
Australia and England; a few cargo ships traded to the 
Dutch East Indies, but most of them were idle. 
The first report of the Board shows that the expectations 
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of Parliament have not been fulfilled. For the first seven 
months of the Board’s management, from September 1923 
to March 1924, the line lost £245,000, after allowing 
£102,000 for interest and depreciation ; while the dock- 
yard, after allowing {£26,000 for interest and depreciation, 
gave a profit of about £6,000. The total loss on the line 
for the year ending September 30, 1924, was estimated 
at £480,000, but this figure includes nothing for deprecia- 
tion of ships. 

In reporting these losses the Board stated that in its 
opinion the line could not run without a serious loss while 
the ships were on the Australian register and were subject 
to Australian industrial, awards. They also stated that 
the ships were of an unsuitable character. Of the 54 
ships taken over by the Board, 22 had been sold; but 21 
of the remaining 32 were laid up, as this resulted in less loss 
than running them. 

The Prime Minister has stated that the only courses 
open to the Government were (a) to keep the fleet but to 
transfer it to the British register and to man it under 
British conditions ; (b) to sell the line unconditionally ; 
and (c) to sell it under conditions that would ensure its 
remaining in the trade between Great Britain and Aus- 
tralia, with a guaranteed regular and effective service, 
safeguarding Australian shippers against risks of exploita- 
tion by any shipping ring. The Cabinet, he announced, 
favoured the last of these courses, and would recommend 
it to Parliament. As a basis for consideration of this 
course, tenders for purchase of the fleet under the conditions 
named were invited, with the intention of submitting any 
satisfactory tender to Parliament. No tenders, however, 
were received, and the Government has therefore decided to 
continue the line under the management of the Board. 





The Cruisers for the Australian Navy 


II. Tue Cruisers ror THE AusTRALIAN Navy 


HE Federal Parliament, in its session of 1924, author- 

ised the building of two 10,000 ton cruisers, to replace 
vessels which had become obsolete. The proposal was 
strongly opposed by the Labour party, which for some 
time past has held the view that no danger threatens 
Australia from the Pacific, and that the safety of the country 
can best be promoted by the methods of the League of 
Nations. One of the cruisers was to be built in Great 
Britain ; the decision as to whether the other should be built 
there or in Australia was to be deferred until the Govern- 
ment had obtained tenders from both countries. 

Tenders have been received, and the Government has 
announced that the lowest tender for building a cruiser 
in Australia is over £800,000 more than the lowest tender 
from Great Britain. The Government has been anxious 
to foster the Australian shipbuilding industry, and to do so 
it would be prepared to place orders in Australia even at 
a cost considerably higher than for building in Great Britain. 
But it had to face the facts that special and very expensive 
plant would have to be provided for the building of war 
ships, and that very little use could be made of this plant ; 
and that if the plant required for producing armour plate, 
guns and other fittings were not provided, the amount of 
Australian material to be used would not be more than 15 
per cent. of the total cost of material, the remainder having 
to be imported ready manufactured, and requiring only 
to be assembled and fitted. The Government therefore 
came to the conclusion that there was no justification for 
incurring the additional expenditure involved by placing 
the order in Australia, either with a view to the establish- 
ment of a new industry or to provide a stimulus to existing 
industries. 

The sum saved by placing the order in Great Britain 
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is to be spent in building a 6,000 ton seaplane carrier. 
This will be built in Australia, and so will serve to keep an 
Australian dockyard at work and to hold together its 
skilled technical staff. 
The total cost of the two new cruisers from Great 


Britain will be about £4,250,000, and they are to be 
delivered within 36 months. 


III. Tue New Soutn Wares E.xections 


HE Parliament of New South Wales, elected in March 

1922, after running its normal course of three years, 
came to an end by dissolution in April 1925, when the state 
of the parties was : Coalition-Nationalists 40, Labour 38, 
Progressives 10, Independents 2. The Nationalist Govern- 
ment, led by Sir George Fuller, had been usually supported 
in the Legislative Assembly by the Progressives, and had 
therefore enjoyed a clear working majority. In the recent 
elections which took place on May 30, Labour secured 47 
seats (including 1 Protestant Labour), Coalition-Nation- 
alists 32, Progressives 9, and Independents 2. Labour has 
thus obtained a slight majority over all the other parties, 
mainly at the expense of the Nationalists. 

The Fuller Government appealed to the electors on the 
grounds of the fairness and efficiency of its administration, 
and its economy in public expenditure as contrasted with 
the shortcomings of its Labour predecessor. A continu- 
ance of this policy was promised together with further 
reductions in taxation and vigorous measures for immigra- 
tion, land-settlement and assistance to primary producers. 

Except for differences in point of view as to administra- 
tion, the policy of the Progressives, as outlined by their 
leader, Colonel Bruxner, was hardly distinguishable from 
that of the Nationalists, but stress was laid on the desir- 
ability of having as a separate entity a country party which 
should stand mid-way between “ organised commercialism 
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and organised industrialism.” ‘The Progressive and the 
Nationalist leaders in each case, however, advised their 
supporters to give their preferences to non-Labour rather 
than to Labour candidates ; though some candidates did not 
follow this lead. 

Mr. Lang, the leader of the Labour party, dissociated the 
aims and objects of his party from Communism. He 
promised, if returned to power, to undertake a vigorous 
policy of land-settlement by Australians rather than 
immigrants, and to find the money for schemes of country 
development. He also promised industrial legislation to 
establish a general 44-hour week, unemployment insurance, 
employee representation on the board of all State enter- 
prises, and pensions for widows. In addition, the high cost 
of government was to be reduced and the burden of taxa- 
tion lightened on lower incomes. 

In general, the election was very quiet and devoid of 
incident. There were few outstanding or even picturesque 
personalities in any party and the general tone of the 
election speeches was less bitter than usual. This general 
colourlessness, however, did not mean apathy, for a slightly 
greater proportion of enrolled electors voted than at the 
last election. There were some new features associated 
with the conduct of the election. For the first time wireless 
was used in broadcasting the policy speeches of the leaders 
of the principal parties. The number of candidates and 
parties was unusually large. For go seats no less than 280 
candidates offered themselves, representing the three 
principal parties and several others. Of the latter one 
party was Communist, while there was a large number of 
Independent candidates. ‘There were seven women candi- 
dates, one of whom, Miss Preston Stanley, was returned as 
a Nationalist, and will be the first woman member to sit 
in the Legislative Assembly of New South Wales. The 
method of voting was still that of the single transferable 
vote with three-member country and five-member city 
constituencies. An important feature was that for the first 
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time the Labour party, which was otherwise opposed by the 
whole of the metropolitan daily Press, was supported by a 
daily morning newspaper, the Labour Daily, owned and run 
in the interests of the Labour party. 

A number of factors contributed to the transfer of votes 
from the party in office to the party out of office. Sectari- 
anism was not made an obvious issue, though it is said to 
have played an important part in the contest. The passage 
during last session of marriage legislation directed against 
the Ne Temere decree is credited with having consolidated 
Roman Catholic opinion against the Fuller Government. 
There was also the contrast between the two chief policies 
and the presence of a daily paper which gave expression to 
the Labour point of view. The Labour Daily conducted a 
vigorous campaign and impartially attacked the Nationalist 
Government and the Communists, whom the Nationalists 
sought to associate with the Labour party. The Nation- 
alist policy was rather negative, as is shown by its most 
attractive item, a reduction in taxation. On the other 
hand, the Labour policy was more positive, consisting of 
some vague and some specific promises of social amelioration 
which proved attractive to those to whom they were 
addressed. Indeed, the Nationalists, as the election 
campaign neared its close, relied largely on warnings of the 
excessive expenditure involved in the proposals of the 
Labour party, on attempts to prove that the return of the 
Labour party would hasten the progress of Communism, 
and on dark hints that a Moscovite hand controlled all their 
counsels. The Federal Labour objective is “ the socialisa- 
tion of industry, production, distribution and exchange,” 
while the State Labour objective is still the “ collective 
ownership of monoplies and the extension of the industrial 
and economic functions of the State and municipality.” 
The Labour party leaders admitted that their ultimate 
objective was “ socialisation,” but they pointed out, quite 
rightly, that this was not to be taken to mean Communism, 
still less that peculiar variant of Communism known as 
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Bolshevism. No Communist is allowed to be a member of 
the political Labour party. Indeed, the six Communist 
candidates between them polled less than 1,000 first prefer- 
ences, but the influence of the Communists on the industrial 
Labour movement is stronger than would appear from these 
figures. 

The method of election has come in for some criticism and 
probably some attempt will be made to modify it or even to 
revert to former methods. The Progressive party is the 
only one which gives this variety of proportional representa- 
tion its whole-hearted support. Its working has disclosed 
some practical difficulties. It has meant large electorates 
and the consequent difficulty for candidates to canvass them 
properly. It has led to considerable antagonism between 
candidates from the same party, each of whom is anxious to 
secure first preference votes. That the system still pre- 
sents difficulties is shown by the fact that just under 3 per 
cent. of the votes cast were informal. But it has, despite all 
these defects, the great advantage of reflecting fairly the 
division of opinion in the country. Approximately the 
same number of votes were cast for Labour as against, while 
the anti-Labour parties secured 43 seats and the Labour 


party 47. 
IV. Tue New States Commission 


HE Rounp Tasre for June 1924* contained a 
brief account of the movement for establishing new 
States in Australia, and especially of the agitation to con- 
struct a new semi-sovereign State in the north of New 
South Wales. The leaders of this agitation were of sufh- 
cient political weight to ensure their grievances a respectful 
hearing, and, in April 1924, a Royal Commission was 
appointed by the New South Wales Government to report 
on the practicability of the proposals toform new States from 
the territory of New South Wales. ‘The Commission con- 
* Tue Rounp Taste, No. 55, June 1924, p. 590. 
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sisted of a District Court Judge as chairman, a Sydney 
accountant, and one representative each from the New State 
movements in the north and south and one representative 
from the western district of the present State. The report 
of this Commission was presented to the Government in 
April 1925—just twelve months after its appointment. It 
is a voluminous document of 150 pages, embodying the 
results of the examination of nearly 500 witnesses from all 
over New South Wales, and it sums up against the proposal 
to create new States in no uncertain manner. This finding 
is unanimous, even the representative of the northern 
agitation agreeing “‘ that under existing circumstances it 
is not desirable that such a State should be created.” 

The most weighty considerations in favour of the Com- 
mission’s finding appear in the section dealing with the 
financial arguments put forward by the protagonists of the 
proposed new States. These statements have not survived 
the scrutiny of Treasury experts. No one of the proposed 
areas turns out to have been self-supporting, and it would 
appear that the residents in all of them would have to face 
much heavier taxation if separation were achieved. ‘The 
most detailed financial statements came from Dr. Earle 
Page, the leader of the Federal Country party and now 
Federal Treasurer, who is the acknowledged leader of the 
northern New State movement. His figures receive short 
shrift and long amendment from the State Treasury officials, 
who dissect his specimen budget for the north and estimate 
its revenue at £320,000 less, and its expenditure at 
£938,000 more, than Dr. Page does. 

The report scrutinises the many analogies with other 
countries made by the New Staters, and offered by them as 
proof of the prosperity that attends political subdivision of 
the kind they advocate. Here, again, as in so much propa- 
ganda, points of resemblance have been counted rather than 
weighed, and the very familiar error of ascribing to political 
causes the effects of economic changes has betrayed these 
enthusiastic missionaries over and over again. Gold not 
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Government swelled the population of Victoria in the 
fifties ; and Queensland owed its increase to the virginity 
of its soil rather than to the introduction of self-governing 
institutions. Unfortunately, there is little gold in northern 
New South Wales to-day and practically no available virgin 
land. 

The Commission has very patiently examined the long 
catalogue of country grievances against the metropolis, in the 
matter of railways, ports, neglect of rural industries, lack 
of educational and medical facilities, and has considered the 
general charge of over centralisation. In almost every case 
the verdict of the Commission is “ not proven.” ‘Though 
the tendency to centralise is admitted, it would seem that 
this is to be attributed to the inclination of the population 
to drift to the metropolis, rather than to any deliberate 
neglect of the country by the city. And the report per- 
tinently observes that this drift to the city is not an isolated 
Australian phenomenon, but a world-wide one. Even a 
cursory examination of this drift will show that its causes are 
mainly economic, and not such as are likely to be checked in 
their operation merely by political action in the direction of 
separation. 

Nevertheless, the volume and direction of the evidence 
has been enough to impress the Commissioners with the 
necessity of making some reform in the way of self-govern- 
ment, without going to the length of creating new semi- 
sovereign States such as have been proposed. ‘They have 
therefore recommended a scheme, on the model of the 
English County Councils, by which District Councils will 
be established with fairly wide powers of self-government 
such as were foreshadowed in this review* in the previous 
article, as a possible means of meeting the genuine griev- 
ances of the country. Local government in New South 
Wales is, at present, in the hands of municipalities in certain 
urban areas, and of shires in the rural areas which make up, 
with the exception of the Western Division, the rest of the 


* Tue Rounp Taste, No. 55, June 1924, p. 597. 
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State. These bodies are elected by the ratepayers and have 
certain definite powers of taxation to raise the revenue 
necessary for government. The Commission proposes to 
erect its District Councils on top of these agencies in order 
to co-ordinate certain of their activities ; to assume other 
functions now undertaken by several departments of State ; 
and to represent the hopes and needs of each district to the 
central Government in cases where expenditure is desired 
which is beyond the scope of the District Council. The 
District Councils are to be constituted by indirect election 
from the shires and municipalities, which are to retain all 
existing powers except those specifically transferred to the 
new larger bodies. 

Having set up such bodies to perform certain duties now 
performed by the smaller bodies, and certain other duties 
now performed by the Departments of Public Works, 
Education, Health, and Local Government, it is necessary 
to make some provision for their revenue. The report 
recognises that the District Councils cannot be self-sup- 
porting and suggests that they should be subsidised from 
the Consolidated Revenue in return for the duties they have 
taken overfrom thecentral Government. This subsidy should 
be regular and permanent, allotted for a definite period of at 
least two years in advance, and variable only with variations 
of the amount raised by the district. Thus it is hoped to 
avoid the administrative confusion attendant upon spasmodic 
subsidies, and to ensure economy by putting part of the 
burden of extra expenditure upon the ratepayers. It is 
urged that the Councils should work (again on the English 
model) through committees appointed to administer specific 
matters such as health, education, land settlement and some 
public works. Such committees should have power to co-opt 
local experts whose qualifications would make their advice 
and service valuable. And wherever the central Depart- 
ments of State have placed local administrators—such as 
school inspectors and district health officers—these officials 
should act as advisers to the specific committees. 
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This, coupled with a number of changes in administra- 
tion, is the remedy proposed by the Commission to allay 
the present discontent of the country. By its adoption it is 
hoped that more “ men of the most suitable type ” will be 
attracted by the business of local government. Space does 
not permit more than this meagre outline, nor allow any 
detailed criticism of the scheme. But perhaps attention 
may be drawn to two aspects of the proposal. 

One is the financial aspect. Clearly the new bodies must 
raise some revenue by taxation in addition to the subsidy 
which they receive. Not only is it suggested that they 
should collect existing shire and municipal rates to avoid 
confusion, but also it is contemplated that they may add 
further imposts for additional amenities and services not 
provided for by the central subsidy or the rates. Thus the 
Commission definitely proposes to give the Councils power 
to impose a school rate in certain circumstances, and it also 
suggests that they should be empowered to make up by 
special taxation estimated deficiencies in the earnings of new 
railway lines or the cost of new irrigation works. All this 
may not, technically, create an additional taxing authority, 
since the Councils are to collect the rates of the shires and 
municipalities, but it is likely to entail extra taxation on the 
residents of the areas in question. Recognising this, the 
Commission urges that the State and the Commonwealth 
should abate their taxation to give scope for this new taxing 
authority. This, however, appears to bea vain hope. The 
Federal Treasurer has just been explaining to a deputation of 
business men that the Commonwealth cannot retire from 
the field of income taxation because of its burdens of war 
debts, pensions and defence. On the other hand, the 
recent election campaign of the Labour Administration was 
not remarkable for its promises of reduced taxation. This 
prospect of extra taxation will hardly commend the new 
scheme to the governed, desire they self-government never 
so fiercely. It will be all the more unpopular since the new 
claims will come not in the form of a tax, but of a rate, 
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which has been described as “the most bitterly hated 
impost which has ever been collected from the unfortunate 
families of mankind.” Nevertheless, the unpalatable truth 
remains, that if the unfortunate families of mankind desire 
more government—local or otherwise—then they will have 
to pay for it. 

The Commission is of the opinion that the new scheme 
will attract the most suitable men to the task of local govern- 
ment. It was impressed by the arguments of country 
witnesses that increased powers of self-government would 
produce an increased sense of civic responsibility. It may, 
however, be doubted whether such suitable councillors will 
come from all classes of the community. English experi- 
ence has proved that only the leisured can give efficient 
service over more than very restricted areas. In closely 
populated localities like the coal fields the less affluent may 
take up such tasks, but, in rural areas, the new scheme of 
local government will probably turn out to be government 
by the larger landed interests, at ali events in grazing dis- 
tricts. It may be, of course, that the country ratepayers 
will be prepared to have it so. And probably the govern- 
ment of rural areas will be better placed in the hands of the 
landed interest than in those of town artisans. 

A previous article on this subject* pointed out there are 
many who look for the permanent redress of country 
grievances to an amendment of the Federal Constitution 
that will give to the Commonwealth most of the semi- 
sovereign powers now exercised by the States, and allow 
it to devolve upon local authorities the task of local govern- 
ment, through agencies similar to the Councils now sug- 
gested in the report of the Commission. This is the solu- 
tion accepted by the Labour party in Australia. It is there- 
fore disappointing to find that the terms in which the Com- 
mission was issued did not allow the Commissioners to give 
any attention to this question of unification. A discussion 


* Tue Rounp Taste, No. 55, June 1924, p. 597. 
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of its practical aspects from the point of view of centralisa- 
tion would have been interesting and timely. 


V. Tue Basic Wace 1N QUEENSLAND 


Y the Industrial Arbitration Acts in force in Queensland 

the Court has power to make declarations as to inter 
alia “the minimum rate of wages to be paid to persons 
of either sex.” The standard by which this rate is to be 
fixed is left to the discretion of the Court, provided that 
“the minimum wage of an adult male employee shall not 
be less than is sufficient to maintain a well conducted 
employee of average health, strength and competence and 
his wife and a family of three children in a fair and average 
standard of comfort.” The Court has also power, in fixing 
the wage in any particular calling as distinguished from the 
minimum wage for the State, to “ consider the prosperity 
of the calling and the value of an employee’s time to his 
employer in addition to the standard of living.” The Court 
made its first declaration under the Act in 1921, a year of 
high retail prices. The wage then declared was £4 5s. 
a week, and in the judgment delivered the Court made it 
plain that the amount fixed was to be paid in industries 
of average prosperity and that any application for a higher 
or lower minimum would have to be justified by an unusual 
degree of prosperity or depression. Such applications 
have been made in one or two instances and as a result 
the minimum wage for employees on sheep stations has 
been increased to £3 Ios. a week and keep, to correspond 
with the high price of wool, and the wage for employees 
on cattle stations has been reduced to {2 Ios. per week 
and keep, to correspond with the low price of cattle. In 
these and other instances the Court has sought to vary 
the wage according to the capacity of a particular industry 
to pay. In arriving at its first declaration it took into 
account, besides the cost of living in Queensland, the rates 
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established by the wage-fixing tribunals of other States 
and of the Commonwealth, and the disadvantages which 
manufacturers in Queensland might suffer if wages in 
their State were fixed on a higher basis than elsewhere in 
Australia. But its main consideration was the cost of 
living, and in subsequent variations of the 1921 rate little 
attention was given to any other factor. In 1924, however, 
the Court concluded its judgment with the proviso : 

We desire to guard against the suggestion that the standard 
fixed in the basic wage judgment of 1921 is immutable. At some 
later revision we may consider whether, even if the increased cost 
of living does not in itself warrant an increased wage, the circum- 


stances of the State justify a higher standard of living for the wage 
earner. 


In throwing out this hint the members of the Court 
were evidently impressed by the same idea as the framers 
of the Act—namely, that industrial arbitration was not likely 
to produce industrial peace if wages were varied only in 
accordance with changes in the cost of living—in other words, 
if the Court could not increase real wages at all. But 
hitherto no scientific method had been devised by which the 
basis for the State could be fixed and adjusted as the income 
of the people of the State increased or diminished, or as they 
became more or less able to pay. 

Before hearing arguments from representatives of opposing 
interests on the expediency of adopting a new method of 
fixing the basic wage, the Court took the unusual course 
of consulting an independent Commission. The Com- 
mission consisted of the Professors of Economics in the 
Universities of Sydney and Tasmania with the Director 
of Labour Statistics of the Commonwealth. To these 
experts a number of questions were addressed by the late 
President of the Court, Mr. Justice McCauley, designed 
to ascertain what the production of Queensland had been 
over a period of ten years, how wages had varied in compari- 
son with production, and what effect an increase of wages 
might be expected to have on Queensland industries. 
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The Commission in a lengthy and interesting report* 
discusses the questions, and answers such of them as 
are capable of being answered from available statistics, 
and from a comparison of real and nominal wages with the 
value of the total production of Queensland and of the 
production per head. The Commission was unable to make 
any comparison giving much help towards forming any 
conclusion on the effect of wages on production, for Queens- 
land is a country of primary production, of wool, sugar, 
beef and wheat, and the prosperity of these industries 
depends on the seasons, on the state of overseas markets, 
and on the provision which the Government may have made 
for the purchase of the cane crop ; and the very considerable 
increase in the value of manufactures depends mainly on 
the purchasing power of those engaged in these primary 
industries. The Commission, however, itself proposed 
a method by which statutory wages might be varied, not 
according to the cost of living, but according to variations 
in the national income. It suggested, as the most satis- 
factory method of ascertaining these variations, a compari- 
son of the index numbers of the value of material production 
per head for the year immediately preceding the date of the 
wage declaration, checked by an estimate of commercial 
conditions for the following year. These tests were 
preferred because at present the statistical information is 
not sufficient to enable a Court to form a trustworthy 
estimate of variations in the national income which, if 
they could have been ascertained, would, in the opinion of 
the commissioners, have furnished the ideal test. 

The report was attacked on two grounds : by representa- 
tives of trade unions on the ground that the capacity 
of industry to pay wages had been underestimated, and 
by representatives of the employers on the ground that 
the data for forming an estimate of the value of material 
production were insufficient. On these latter grounds 


* Its recommendations will be found in the Appendix to this article. 
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and on the ground that it would be dangerous for Queens- 
land to adopt a system different from that of the other 
States, the Court rejected the proposal of the Commission. 
The basic wage will therefore, as before, depend mainly 
on changes in the purchasing power of money, variations 
being made when necessary in single industries, but in no 
case so that wages are reduced below the statutory standard 
before mentioned. It may be added that the Commission 
recommended a system of family endowment, and this the 
present Government has undertaken to carry into effect. 
Parliament has already reduced the hours of labour by 
statute from 48 to 44 hours per week. 

Between the dates of the argument on this report and 
the declaration of the Court, Mr. Justice McCauley, who, 
besides being Chief Justice of Queensland, was President 
of the Industrial Arbitration Court, died suddenly. His 
interest in the subject of industrial arbitration was profound, 
and his experience wide. He had gained the confidence 
of employers and employees in a remarkable degree, and it is 
very deeply regretted that he did not live to express his 
views on this aspect of the subject. 


APPENDIX 


The following are the recommendations of the Commission 
consulted by the Industrial Arbitration Court on the questions of 
wages and production :— 


(1) The chief guide to be followed by the Court in declaring a 
standard basic wage for industries of “ average prosperity ” should 
be the capacity of industry to pay wages. Cost of living should only 
be taken into account after capacity to pay has been ascertained. 

(z) Capacity to pay should be determined from figures showing 
changes in income per head, past production per head, and future 
production per head, of Queensland. 

(3) An index of capacity to pay so determined should be the prin- 
cipal guide, but reference should also be made to such matters 
as productive efficiency, unemployment, and rates of wages in 
neighbouring States. 

(4) The method recommended for obtaining an index of capacity 
to pay is as follows. An index of the value of material production 
per head, for the year preceding the year in which the declaration of 
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the standard basic wage is made, is added to an index of the prospec- 
tive value of material production per head for the year in which the 
declaration is made. 

The average of the two will then give the required index. If, 
however, a satisfactory figure of income per head can be obtained, it 
should be used in conjunction with the first figure of the value of 
material production per head. 

(5) Arrangements should be made for the collection, analysis, 
and tabulation of the necessary information upon which to base the 
index of capacity to pay. 

(6) The time for the annual declaration of the standard basic 
wage should preferably be August or September, when material 
information is best available. 

(7) In varying the standard basic wage for industries of more or 
less than average prosperity the Court might consider whether it 
is practicable to fix craft wages as a percentage upon general rates in 
each industry. 

(8) Consideration should be given to piece-rates as a method of 
maintaining or increasing capacity to pay. 

(9) The possibility should be considered of establishing a modified 
scheme of discrimination according to family needs. 


Australia. June 29, 1925. 





SOUTH AFRICA 


I. Tue Prince’s Visit 


HE visit of the Prince of Wales to South Africa has 

been an event of more than passing interest. That he 
would be received with enthusiasm by that section of the 
people which clings strongly to its love for the Mother 
Country and its institutions was to be expected. It was 
equally certain that those who have no such associations 
would extend to him a warm welcome in keeping with the 
traditions of South African hospitality. But there was 
something much more than that in the reception which has 
met him from one end of the Union to the other. There 
has been a cordiality and depth of feeling which has over- 
come racial and political differences. It is not too much to 
say that no public event since the establishment of the Union 
has called forth such unity of feeling and expression as the 
Prince’s visit. The Government have taken an active and 
willing part in the proceedings and their example has no 
doubt given a lead to many who under different political 
conditions might have been disposed to stand aloof. ‘The 
Prince’s own personality is, however, in large measure 
accountable for this. People of all sorts and degrees are 
instinctively attracted by him and his tact and knowledge of 
men enable him to rise to every occasion and interpret the 
feelings and expectations of those among whom he comes. 
Without these qualities he would have had demonstrations 


of loyalty and respect, with them he has won the spon- 
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taneous enthusiasm of a people for once united, and that in 
South Africa, as it is to-day, is no small achievement. 

Will it last? In other words, will the Prince’s visit 
have any permanent effect in removing from the arena of 
political controversy the question of the connection of 
South Africa with the Empire? 

The programme of principles of the Nationalist party 
contains an article—clause 4—couched in language which 
appears to be intentionally vague and involved, which 
pledges the party to work for the ultimate sovereign inde- 
pendence of South Africa. It was, however, a condition of 
the arrangement or pact between the Nationalist and Labour 
parties before the last general election which placed the 
present Government in office that the Nationalist party 
would not raise the question of secession in Parliament 
during the life of the Parliament then to be elected. The 
combined parties had a success at the polls beyond their 
most sanguine expectations and the task of forming a 
Government taking over the administration of the country 
and preparing the legislation necessary for carrying out the 
various policies to which they had committed themselves 
was more than enough to occupy their attention with 
matters of immediate practical interest. ‘The question of 
secession has therefore naturally receded into the back- 
ground, and while those of the party leaders who hold strong 
views on this question and their organs in the Press have 
from time to time made efforts to keep alive this principle 
of the party programme, there has been a distinct disposi- 
tion among the more moderate leaders to leave in abeyance 
a question which tends more than any other to embitter 
political divisions. This attitude undoubtedly reflects a 
widespread feeling in the country. There is certainly an 
influential section of the people which, by tradition, and 
because of the memories of the Anglo-Boer war, hold 
strongly to the ideal of independence and a republican form 
of government. If the question should ever be raised in 
an acute form this section would find widespread support 
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among those who, while at heart sympathising with their 
ideals, are not inclined to move actively in the matter as long 
as they are not called upon to take sides one way or the 
other. And for the present, with many domestic problems 
pressing for attention, the prevailing tendency is to leave 
aside the question of independence, which has no direct 
bearing on any of these problems. The Prince’s visit has 
strengthened that tendency by the unanimity of the wel- 
come which he has won, and in that respect has been happy 
in its opportunity. 

Two days before he arrived the Prime Minister made a 
remarkable statement in the House of Assembly. His 
attention had been called to a report in an Australian paper 
of an interview which he had accorded to an Australian 
journalist who recently visited South Africa. In this inter- 
view General Hertzog was made to say that the secession of 
the Union from the British Commonwealth would be a 
flagrant mistake and a national disaster, that he had no 
intention of recommending it and that he was in favour of 
the maintenance of the British connection. On this report 
being reproduced in the South African Press, General 
Hertzog was naturally asked in the House of Assembly 
whether it correctly represented his views. His reply in 
substance was that these were his views, subject to certain 
reservations which may be differently interpreted by people 
holding different points of view. He said that secession, 
as far as the Union is concerned, would be a flagrant mistake 
and a national disaster, should it be brought about under 
circumstances causing either the English or the Dutch 
section as a whole to feel that the change thus brought about 
had been caused by the imposition of the will of the one 
section upon the will of the other. Only the very gravest 
national considerations, he said, could justify such a step 
being taken without the concurrence as a whole of the two 
great sections of the people. Nor had he the least fear that 
any such consideration would ever arise as long as each of 
the two sections abstained from any claim to superiority or 
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dominance over the other. Thanks to the Pact Govern- 
ment, he went on to say, never since the first occupation of 
the Cape by Great Britain had the feeling of anxiety that 
such superiority or dominance might be established been 
felt less than it was to-day. He had no intention of recom- 
mending secession and was in favour of the British con- 
nection being maintained, subject to the general conditions 
he had already laid down. The policy of the late Govern- 
ment, he alleged, had been to seek to establish a superiority 
or dominance over the Dutch people based on the British 
connection, and should that happen again secession would 
inevitably become the watchword of those over whom the 
dominance was sought to be established. But so long as a 
Government such as his was in power, which considered 
itself as the trustees of the people of this country, and no 
longer as the agents of any other, doing true and not mere 
lip service to the motto “ South Africa first,” the Nation- 
alists did not look upon secession as a matter of practical 
politics. 

With all its qualifications this statement was a remarkable 
one, coming as it did from the leader of the Nationalist 
party speaking as Prime Minister in his place in Parliament. 
But the dissenting element in the party was not prepared 
to let it go forth unchallenged. On the morning of the 
day on which the Prime Minister made his statement—it was 
generally known that the statement was to be made on that 
day—a letter appeared in the leading Nationalist organ 
signed by the organiser of the party in the Transvaal and 
admittedly written after consultation with Mr. Tielman 
Roos—Minister of Justice and deputy leader of the party— 
asserting that despite statements to the contrary, clause 4 
of the party principles remained unchanged, and that so far 
at any rate as the party in the Transvaal was concerned 
there was not the slightest intention of tampering with it. 

The publication of this letter, evidently timed to antici- 
pate the Prime Minister’s statement, and the fact that the 
statement itself was followed by a bitter attack by the 
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Prime Minister on General Smuts, made it difficult for the 
Opposition to accept his words as indicating a definite 
change in the Nationalist outlook. In the country, how- 
ever, in quarters which usually support the views of the 
Opposition party, there is a tendency to accept the Prime 
Minister’s statement as marking a conscious abnegation of 
the independence ideal as the governing political issue. If 
that reading of the situation is correct, if this question of 
secession no longer stands between those who now form 
the predominating elements of the Nationalist and South 
African parties, the way may be open for a new grouping of 
the political forces. But that is not yet within calculable 
distance. 


II. Impertat PREFERENCE AND THE Customs TARIFF 


HE occasion which the Prime Minister selected for 
making his pronouncement on the question of seces- 
sion, discussed in the foregoing pages, was the debate 
on Mr. Havenga’s Budget. A review of the general rela- 


tions between South Africa and the British Commonwealth 
followed naturally on the disclosure of the intentions of 
the Government in regard to Imperial Preference. The 
atmosphere of the Committee of Supply into which the 
Minister of Finance ushered his proposals on April 8 
had been already highly charged by the Opposition Press 
with rumours not merely of abandoned Preference, but 
even of new tariffs discriminating against Great Britain, 
following no doubt the excellent precept that when men 
are in the mood to become the slaves of their own words, 
it is easier to convert them before than after they have 
been wound up into utterance. In any case, when the 
House had learned the worst, it proved to be much better 
than the alarmist rumours had predicted, and during the 
course of the debate the Opposition was able to secure 
from the Government an important concession in the 
interpretation of most-favoured-nation treaties which safe- 
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guarded the position of Great Britain and provoked severe 
censure of the Government from its strongest supporters. 

Only one of the four members of the Board of Trade 
and Industries, who had been newly appointed in October 
1924, had had any previous experience of tariff-making 
when they were requested by the Minister to prepare a 
revised customs tariff, together with a new scheme of 
Imperial Preference and proposals for a lasting settlement 
of the difficulties surrounding anti-dumping legislation, 
for submission to Parliament in the 1925-26 Budget. 
When one recalls the protracted and tedious deliberations 
which generally precede the publication of a new customs 
tariff schedule (as for example, those begun in Germany 
in 1897, culminating in the 1902 tariff), it is surprising 
that the Board should have agreed to accept responsibility 
for a completely new tariff, to be prepared in less than six 
months. Many of the weaknesses in the tariff are to be 
explained to no small extent by the magnitude of the task 
which the Board set themselves to perform in the time with 
an entirely inadequate staff, despite their efficiency, of 
one secretary and two assistants to undertake the innumer- 
able investigations involved in fixing each rate. ‘The 
reports (Nos. 46 and 51) in which the Board issued their 
preference and tariff recommendations bristle with evi- 
dences of hasty preparation. The Board had made up 
their minds beforehand, and their task resolved itself into 
the application of an unproven general principle to a series 
of particular instances. It would have proved illuminating 
to lift the curtain and disclose them in that process of 
deciding upon the individual rates which has been euphe- 
mised by the name of “ scientific tariff-making.” 


Imperial Preference 


Turning first to the position of Imperial Preference, 
it is instructive to examine the opinions which actuated 
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the Government in making its proposals, particularly 
in reference to Great Britain. Proposals that the customs 
tariffs of the Dominions should discriminate in favour 
of the produce and manufactures of Great Britain have 
always been linked up, since the first suggestion of Mr. 
J. H. Hofmeyr in 1887 at the London Conference, with 
the idea that the Dominions should make some return 
for the protection afforded to the entire Commonwealth 
by the British Navy. The late Mr. Hofmeyr had pressed 
for an Imperial customs tariff, averaging, say, 2 per cent. 
ad valorem on all foreign imports into the Empire, to provide 
a fund for the financing of naval defence ; and that same 
idea was not lost sight of at Ottawa in 1894, when the 
proposals took the form of a definite Imperial preference, 
or in the half-dozen Imperial Conferences which have since 
been held. In South Africa, however, that particular 
appeal meets with very little response, on account of a 
widespread feeling of immunity from external attack. 
The same feelings which prompted General Smuts to regard 
so unfavourably the overtures in reference to the Singapore 
base are claimed by the Nationalist party as fundamental 
to their own outlook. 

Moreover, the Government party is satisfied that 
Great Britain has little to offer in the form of reciprocal 
concessions to South African exporters, even assuming 
that she could afford, and is prepared, to do so. Gold, 
wool and diamonds comprise nearly two-thirds of the value 
of South Africa’s exports. As regards gold (over one-half) 
and diamonds, nothing is to be gained by preference in 
the markets of Great Britain. In the case of wool, a 
preference to the Dominions on merino qualities would 
not assist South Africa against her one important com- 
petitor, Australia ; and the woollen industries of England, 
which are already so hard pressed by high costs and intense 
competition as to become suppliants for protection before 
the Safeguarding Committee, would strongly resist any 
attempt to penalise the Argentine supplies of crossbred 

822 





Imperial Preference and the Customs Tariff 


wools. As to the rest, Great Britain before 1914 handled 
South African hides and skins mainly as an entrepdt trade, 
and a preferential duty might temporarily benefit exporters ; 
but it would hinder the present developments towards 
improved flaying, more careful branding, and the elimina- 
tion of goring marks, whilst the English consumption 
of all hides would probably decline if Great Britain 
deliberately cut herself off, by a tariff, from her most 
considerable supplier of sole leather—the Argentine. 
Fresh fruit meets with little competition in the English 
market from countries outside the Empire, during the off- 
season; and a preference on Dominion maize is both 
improbable and unimportant to South Africa, whose 
exports of maize are valued at less than § per cent. of her 
total exports and of the world’s export trade in maize. 
Thus the preferences granted to South African produce 
in 1919 applied to less than Io per cent. of her exports 
to Great Britain, and amounted to {80,000 in 1920, 
£210,000 in 1922, and £149,000 in 1923, whilst in 1924 
the Labour Government whittled them down. The recom- 
mendations of the Imperial Conference of 1923 (which 
have been put into effect, so far as they involve no new 
duties, in Mr. Churchill’s 1925 Budget) apply to no more 
than dried and preserved fruit, tobacco, wine and sugar, 
which comprised between 1919 and 1922 only 1°5 per cent. 
of South African exports. 

On the other hand, South Africa allowed on goods, the 
growth, produce and manufacture of the United Kingdom, 
a rebate of 3 per cent. ad valorem on all classes (excepting 
Class I, subject to special rates, and Class V, admitted 
free). Without attempting the impossible task of ascer- 
taining to what extent that preference diverted trade, 
it can at least be said that it resulted in many indents 
for non-proprietary goods, ordered without obtaining 
prior estimates, being placed automatically with English 
houses for the sake of the rebate ; and without entering 
into the hotly debated question as to who enjoyed the benefit 
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of that rebate, it is certain that the Government Treasury 
lost it, the amount being estimated at {1,314,000 in 1920, 
£695,000 in 1922, £766,000 in 1923, and £860,000 in 1924. 
Moreover, the Pact Government, eager to conclude com- 
mercial treaties with Holland and the United States, 
felt that such important concessions were not consistent 
with its desire to demonstrate the complete independence 
of a sovereign political unit. Not unnaturally, therefore, 
the Opposition feared the worst when it was announced 
that the Government was preparing a scheme of Imperial 
Preference. 

The nature of the proposals is made sufficiently clear 
by the following quotation from Mr. Havenga’s Budget 
speech : 


It is the intention of the Government to place a revised customs 
tariff before the House for consideration. 

The principles contained therein are— 

(a) The adequate protection of Union industries ; 

(b) The admission free of duty, or at the lowest rate possible, 
of the raw materials of industry ; 

(c) The adjustment of the preferential tariff rates given uncon- 
ditionally in favour of goods grown, produced or manufactured in 
the United Kingdom, and reciprocally to the Dominions, colonies 
and possessions. The Government propose to place them, as far 
as possible, on a quid pro quo basis, and to withdraw the rebate 
entirely on articles in which Great Britain predominantly holds the 
market, or where a proprietary name or trade mark is the determining 
factor in the sale of an article. 

The amount of duty rebated on goods of British and Dominion 
origin in 1924 was approximately {950,000—namely, {860,000 to 
Great Britain and {£90,000 to the Dominions. 

Under the revised scale the total rebate granted will be approxi- 
mately {£300,000 to Great Britain and £50,000 to the Dominions. 

Perhaps I may add here that if the tariff is strictly placed on the 
quid pro quo basis the amount would only have been £200,000. 
Hon. members will thus see that this proposal means 50 per cent. 
more than the quid pro quo basis. 

While the rebate is thus withdrawn in certain cases, it is retained 
in other cases and even increased from the present rate of 3 per cent. 
to rates ranging from § per cent. to 10 percent... . 

(4d) The provision of maximum and minimum rates of duty on 
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certain commodities, in order to enable the Government to negotiate 
with countries outside the British Commonwealth for most-favoured- 
nation terms for South African produce and manufactures; a 
course that is very necessary if we are to procure additional markets 
overseas for the rapidly expanding production of the country. 

This will, however, not be applicable on certain commodities 
on which the preference is maintained or increased in favour of Great 
Britain or the Dominions. . . . 

(e) A system of suspended duties. Certain industries are in a 
nascent stage, and do not at present warrant the introduction of 
protective duties, but under the system of suspended protective 
duties they will be encouraged to justify their existence, in the 
knowledge that protection will be forthcoming without delay as 
soon as they satisfy the Government that it ought to be given. 


Under section (c) the rebates proposed are § per cent. 
ad valorem off cheap cotton piece goods, hosiery and laces, 
builders’ castings, electrical machinery, motor cycles and 
certain hardware, 3 per cent. off iron and steel, mechanics’ 
tools, fencing wire, machinery and implements, and specific 
amounts (up to § or 6 per cent.) off plate and sheet glass, 
rubber tyres, news-print, white lead and tinned fish. 
It is generally recognised that the new system of treating 
each commodity separately is an improvement. It involves 
no innovation, for the Canadian preference has been granted 
on this basis since 1907 and the Australian since 1906. 
Opposition in the House did not centre on this feature, nor 
on the reduction of the total preference rebate, except on 
the valid grounds that the withdrawal of the rebate was 
tantamount to an increase in taxation and an additional 
burden on the South African population. It was section 
(d) which attracted most criticism. 

Although certain minimum rates were reserved as special 
preference rates for Great Britain and the Dominions by 
which foreign countries could not benefit, the Minister of 
Finance had omitted to explain whether it was intended 
that concessions of minimum rates granted to foreign 
countries under other items would be extended automatic- 
ally, without further concession being required, to Great 
Britain. In reply to Mr. Jagger, the intention not to 

825 





South Africa 


extend them to Great Britain was made clear by two 
interjections, as reported in Hansard, April 22. 


Minister of Finance: She may get it if she gives anything 
for it. 


Prime Minister : She can bargain as well as anyone else. 


When the Opposition protested that Great Britain had no 
tariff with which to bargain, Mr. Havenga replied that 
“there are numbers of people in Great Britain who hold 
that she could and should change her fiscal system in the 
interests of Empire trade.” But the new principle was not 
to be yielded. The unconditional interpretation of most- 
favoured-nation agreements has been consistently upheld 
in British commercial treaties, as contrasted with the 
conditional interpretation adopted by the United States, 
by which all countries enjoying most-favoured-nation 
treatment must pay for any future concessions that may 
be granted to other contracting States. The weakness 
of the former interpretation, that bargaining States will 
not give much for a concession which other States will 


then automatically enjoy, is offset by the advantage which 
may later accrue to them as the result of new bargains 
with other contracting Powers. Moreover, the principle 


laid down in the Ripon despatch of 1895 makes clear the 
position : 


(1) It is obvious that a colony could not offer a foreign Power 
tariff concessions which were not at the same time to be extended 
to all other Powers entitled by Treaty to most-favoured-nation 
treatment in the colony... . 

(z) Further, Her Majesty’s Government regard it as essential 
that any tariff concessions proper to be conceded by a colony to 
a foreign Power should be extended to this and to the rest of Her 
Majesty’s Dominions. ... Any tariff advantages granted by a 
colony, therefore, to a foreign Power would have to be extended 
to all Powers entitled by treaty to most-favoured-nation treatment 
in that colony, and Her Majesty’s Government presume that no 
colony would wish to afford to practically all foreign nations 
better treatment than it accorded to the rest of the Empire of which 
it forms a part. 
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It is clear, in addition, that Great Britain has consistently 
bargained for the Dominions as well as for herself in drawing 
up commercial treaties, inserting enabling clauses by which 
the Dominions may if they so desire participate in the 
privileges secured, as for example in Article 31 of the Treaty 
of Commerce and Navigation between the United Kingdom 
and Germany signed on December 2, 1924. 

The Government position was untenable. It fell to 
the Minister of Posts and Telegraphs on April 29 to 
commit the Cabinet to a new view: 


I will say this to hon. members: that Great Britain is not going 
to be placed at a disadvantage, so far as we are concerned, with 
any other country. That is as far as I am concerned, and I think, 
also, as far as the Government is concerned. 


Following on this lead, the Minister of Finance put the 
point beyond doubt in his reply on May 4: 


I again say that there is nothing in my Budget proposals to 
indicate that Great Britain is p'aced or will be placed in a worse 
posit on than other countries. She retains preferences in the cream 
of our trade... . 

The Government has no intention of entering into, and will not 
seek, any trade agreement under which Great Britain wi'l be placed 
in a less favourable position than the country with which the agree- 
ment is effected. In other words, we intend to give her most- 
favoured-nation treatment in all cases. 


The Government gave way, amid the vigorous protests 
of the Nationalist Press. 


The Tariff in Outline 


An examination of all the details of the new Customs 
Tariff Schedule would involve a review of the condition 
of the industrial development in South Africa, and must 
be reserved for a later article ; but the outstanding features 
of the new proposals are simple. The foregoing quotation 
from Mr. Havenga’s Budget speech outlines the policy 

827 





South Africa 


adopted—viz., adequate protection of Union industries, 
the free admission of raw materials, suspended duties 
on nascent industries, and the use of the minimum rates 
on certain commodities as a warning to producers against 
unduly raising the price level. 

In order to give effect to the policy of Protection, the 
tariff schedule has been greatly extended to permit of 
greater specialisation of the items. Under the new classi- 
fication, fifteen classes of articles comprising 372 tariff 
items take the place of 193 items arranged in six groups 
according to the rates of duty. Increased duties operate 
on certain foodstuffs (bacon, cheese, jams, confectionery, 
and ground cereals), on farmers’ materiais (buckets, milk 
cans, cheese moulds, joinery, wire netting), on wire rope 
and screen netting used in the mines, and on various 
commodities in general use, such as printed stationery, 
office requisites, furniture, clothing and underwear, blankets 
and rugs, leather and rubber manufactures. In addition, 
increased duties apply to motor-cars (the rates progressive 
according to the value) and to motor spirit, and it appears 
that the high protection on boots and shoes, which was 
to commence to taper in 1928 according to the former 
intention, will be stabilised instead of being reduced. 
To appease the general public, who will be hit indirectly 
by these increased duties, the duties on various household 
requisites have been reduced, and various raw materials 
for industries are placed on the free list, the revenue being 
made up by additional duties on luxury articles. 

There is very little to be said for the suspended duties. 
They are intended to offer encouragement, but no financial 
assistance, to those industries which are in the “ nascent 
stage,” in which, according to protectionist theory, they are 
most in need of protection; but when they have success- 
fully proved that protection is unnecessary, by outgrowing 
the nascent condition, a duty is to be applied. To mer- 
chants the duties are unwelcome simply as one more 
uncertain factor introduced into trading operations. 
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Of the increased duties, those on second-hand clothing 
and on cotton blankets are particularly unfortunate. 
The users of these goods are the native population, and 
the “poor whites.” On Manchester blankets costing 
Is. §d., the new duty is Is., compared with 33d. under the 
old tariff; and on Belgian blankets weighing 2} Ibs. and 
costing 2s. the new duty amounts to 2s. 3d. as compared 
with 6d. formerly levied on this class. The effect of these 
duties must be to force the native to seek work and to 
compete with the white and coloured population. As will 
be shown in the following pages, such a result is precisely 
what the Government is seeking to obviate by its Colour 
Bar and Minimum Wage Bills. 

Further consideration of the tariff must be deferred 
until the industrial policy of the Union is reviewed. Suffice 
it to say here that the chief burden of the new tariff will 
fall upon the farming and mining communities, which 
market their products abroad at world prices, and which 
must still be looked to for some time to come as the most 
important wealth producing sections of the population. 


III. Tue Cotovur Bar* 


RISING naturally from a discussion of bulwarks 

against competition from without is a consideration 
of barriers against competition from within. A social colour 
bar is strictly drawn in all four provinces of the Union, 
but legally the practice varies markedly. In the Cape 
and Natal there is no legal colour bar in politics or industry ; 
in the Transvaal and Orange Free State the old republican 
tradition holds good. There, no equality is recognised 
in Church or State between white and black, and in the 
ranks of the black are included, for practical purposes, the 


* For previous discussions of the industrial, native and coloured questions 
of South Africa, see Tue Rounp Taste, Nos. 12, 13, 14, 25, 34, 49, 47, 49; 
50, and 53. 
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coloured folk of mixed race, who are not tribal and never 
have been. 

The question of an industrial colour bar is a comparatively 
new one, but, then, so are our industries other than 
those connected with the mines. ‘Till 1870 South Africa 
was a purely agricultural country. Thereafter, diamonds 
and gold led in the tumultuous rush which carried the 
South African States onward to the Union of 1910. ‘To-day 
gold and diamonds no longer rule the economic roost 
without a rival. It is true that a single group of low-grade 
Rand mines produced in 1923 thirty per cent. more than 
the richest purely agricultural district of the Union ; 
mineral products still furnish about two-thirds of our 
annual exports. Nevertheless, there has been a great 
improvement in farming during the past twenty years, 
and a considerable manufacturing development during the 
last ten. 

The vision of South Africa as a manufacturing country 
has impelled the Government to frame the protectionist 
budget discussed above. But two other visions float 
before its eyes, and they are not so alluring. Behind, is 
the spectre of the great Rand strike of 1922; before, the 
“ rising tide of colour.” Both visions are read as warnings 
that a colour bar is necessary if South Africa is to remain 
“a white man’s country ”’—that is, a country in which 
European civilisation may be preserved intact. 

Most of our industrial experience, as nearly all our know- 
ledge of the meaning of an industrial colour bar, has been 
acquired in the gold mines of the Rand. Our largest 
agglomerations of organised capital and European labour 
are there; there, also, is the largest mass of temporarily 
or permanently de-tribalised native labour. In the days 
of the old Republic, the problem was comparatively simple. 
The Europeans as a class were really skilled men, the 
natives raw hands. Besides, both miners and mineowners 
were more or less united on political grounds in opposition 
to the Kruger régime. The South African war broke 
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that solidarity, such as it was; the Chinese experiment 
set the white men by the ears; and competition between 
the least efficient of the Europeans and the most competent 
of the blacks began in the sphere of semi-skilled labour. 
The tentative and unsuccessful strike of 1907 did not turn 
upon the colour bar, but one of the first steps taken by 
the newly-formed Union Parliament was to pass the 
Mines and Works Act (No. 12 of 1911), consolidating 
such industrial laws as there then were in the four provinces. 
Under section 4 of the Act regulations were issued which, 
in the Transvaal and Free State alone, entrenched some 
7,000 Europeans in 32 skilled and semi-skilled trades, 
behind what came to be called the “ legal” colour bar. 
The strike of 1913 aimed at the recognition of trade 
unions ; that of January 1914 was a syndicalist effort. 
Neither turned upon the colour bar, but the fact that the 
“ Revolution” of January 1922 did gives the measure 
of the revolution which the war and other causes wrought 
on the Rand in the eight years after 1914. The Cornish 
“‘ Brother Johns” had long since departed; other ex- 
perienced miners had set out for the fields of Flanders. 
Their places were taken by country-folk who were being 
driven off the land by economic pressure and inability 
to adapt themselves to changed rural conditions. In 
1912 nearly 60 per cent. of the European workers had been 
born in the United Kingdom ; in 1922 over 75 per cent. 
were of South African origin, many of them merely holders 
of blasting certificates rather than miners, who had learnt 
most of what they knew from their own native “ boss- 
boys,” and who, as even the Pact Mining Regulations 
Commission of 1924-25 admits, “‘ frequently and habitually 
contravened ” the regulations by leaving skilled and semi- 
skilled work to natives. From the point of view of skill, 
the tide of colour was rising in the depths of the mines 
and would have risen still further had it not been kept 
down by the “ legal ” colour bar and the “ conventional ” 
bar which reinforced it. For, under the Status Quo 
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Agreement of July 1918, the mineowners, following 
what was the practice, even in the egalitarian Cape on the 
Kimberley mines, recognised 19 additional occupations 
as the preserve of some 4,000 Europeans by prescriptive 
right. 

By 1920, in view of the great rise in working costs since 
1914, many of the mines were only kept above extinction 
level by the premium on gold. The Low Grade Mines 
Commission, therefore, recommended the abolition of 
the colour bar as one means of reducing the cost of produc- 
tion. Therein it merely echoed the advice of many 
preceding commissions which from 1906 onwards had 
condemned the colour bar and intimated that the natives 
could not be restricted to unskilled work for ever. Beyond 
a long overdue increase in native wages, nothing was done 
till the end of 1921. ‘Then, terrified by a rapid fall in the 
gold premium, the Chamber of Mines proposed to modify 
the Status Quo Agreement by employing non-Europeans 
in semi-skilled trades to the detriment of possibly 2,000 
Europeans. In its eyes, the outstanding fact was that, 
if the price of gold fell to the pre-war 85s. per ounce, 
24 of the 39 producing mines must close down, and 10,000 
Europeans be thrown on the streets; in the eyes of the 
men, the proposal was to breach the colour bar and to 
flood them out of the mines by cheap coloured labour. 
Hence the great strike of January 1922, which cost 230 
men their lives. 

The Labour member, who, during the present session 
of Parliament, pointed to the strike as the Pact’s mandate 
for the imposition of a statutory colour bar, was quite 
right. ‘The Pact has its genesis in the bloodstained streets 
and compounds of the Rand. Many Nationalist farmers 
helped the strikers with supplies; Rand Nationalists, 
who formed 80 per cent. of the Labour unions, clamoured 
for a republican Government; in April 1922 General 
Hertzog declared that Nationalists and Labour men would 
combine at the next elections to oust the hated and “ cap- 
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italist-ridden ”” Smuts Government. ‘“ Secession” was 
pushed into the background on one side ; on the other, the 
“ Socialistic commonwealth ” was relegated to the realm 
of “ultimate” aims, and, in due time, a Pact Ministry 
took charge of the destinies of South Africa. 

Meanwhile, the gold premium had gone, but the mines, 
helped by a fall in prices, the elimination of 2,000 of the 
less efficient European workers, a more scientific arrange- 
ment of work underground and a freer use of such labour- 
saving machines as drill-sharpeners, reduced working costs 
from 25s. 8d. per ton to 21s. 2d., and thus banished the 
fear of immediate extinction which had for so long haunted 
the low-grade mines. On the other hand, the “ legal” 
colour bar also disappeared. In a test case (Rex v. Hildic 
Smith, November 1923) the courts decided in words 
reminiscent of Lord Mansfield in the matter of one 
Somersett, a slave, that differentiation on the ground of 
colour was so drastic a measure that it could only be 
taken under cover of statutory authority. In other words, 
the regulations framed under section 4 of the Mines and 
Works Act of 1911 were ultra vires. 

Hard upon this judgment came a report on the Census 
of 1921 which undoubtedly frightened European South 
Africa. It was calculated that, on the basis of increase 
during the preceding ten years, and assuming that there 
was no great white immigration, the population in 1974 
would be 43,650,000 Europeans as against 24,000,000 
coloured, Asiatic and Bantu. But this was a very long 
projection of an altogether inadequate base-line. It was 
admitted that, on the basis of the preceding thirty years, 
the figures would be 6,500,000 to 16,500,000. Even so, 
one vital fact seems to have been lost sight of. Europeans 
have been counted carefully since 1891; Bantu, who 
to-day form 4,698,000 out of the 5,409,092 non-Europeans, 
most certainly have not. They were adequately dealt 
with in 1921 alone. Previously they had been confessedly 
underestimated. It is very questionable whether, in view 
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of the high death-rate, the tide of colour is rising so swiftly 
after all. Certainly it has not risen very abruptly in our 
factories. In 1915-16, Europeans were to others there as 
I is to 1°55; in 1922-23 they were as I is to 1°8. 
Nevertheless, the Census report seems to have pro- 
duced the “ Gawdsaker ” state of mind on which Mr. 
Wells has animadverted so strongly. These are they who 
cry in chorus, “ For Gawdsake do something now.” In 
any case, the Government in February 1925 introduced 3 
single-clause Bill designed to amend section 4 of the 
Mines and Works Act by providing a statutory basis for 


the industrial colour bar. In its original form it ran as 
follows :— 


The regulations under paragraph (m) may provide that, in such 
provinces or areas as may be specified in the regulations, certificates 
of competency in any occupation referred to in that paragraph 
shall not be granted to natives or Asiatics, and the regulations 
under any other paragraph of this sub-section may restrict certain 
classes of work to, and impose duties and responsibilities on, 
persons other than natives and Asiatics, subject to such persons 
furnishing such proof of efficiency as may be prescribed, and may, 
subject to such proof of efficiency, generally apportion work as 
between natives and Asiatics and other persons respectively in 
respect of mines, works or machinery. 


Thus far the original Bill which the Minister of Mines, 
Mr. Beyers, justified on the grounds that “ self-preser- 
vation is the first law of nature.” As General Smuts 
pointed out, it made the industrial colour bar statutory 
for the first time; it extended it potentially to the Cape 
and Natal, where such a thing has been unknown hitherto; 
it singled out Bantu and Asiatic for adverse treatment 
by name, a challenge to “ black Africa and yellow Asia ” ; 
it shared with much of the Smuts legislation and, still 
more, that of the present Cabinet, the weakness of leaving 
all the details to be filled in at the discretion of the Exe- 
cutive ; it aimed at “ encircling a white oligarchy with a 
ring fence”; it had been introduced without any of the 
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promised consultation with either the Native Affairs 
Commission set up in 1920 or with the natives themselves, 
and before anything had been done to redeem the promise 
that scope would be given to the displaced natives in 
territories of their own. “I feel,” he said, “ this is not 
honest dealing. . . . It will recoil on us.” 

There were, of course, members on both sides of the 
House who boasted that they looked at questions of this 
sort purely from a white man’s point of view. On the 
other hand, some members of both wings of the Pact 
majority either condemned or very reluctantly accepted 
the colour bar, admitting that competency should be the test 
and that the desired end could best be attained by raising 
the efficiency of Europeans through the continuation 
schools, Juvenile Affairs Boards and Apprenticeship Acts 
sponsored by the Smuts Government, the Wages Boards 
fathered by the present Government and its predecessor, 
and the Minimum Wage Bill which the Pact Ministry is 
now carrying. That is the line already taken, with fair 
success, in the Western Cape Province, where coloured 
men join the European trade unions ; it is the idea which 
lies behind the Government’s policy of making the favour 
of a protective duty depend to a great extent on the 
amount of civilised labour employed. But, it was urged, 
all this will take time and something must be done at 
once. 

Taken by itself, there is much to be said in favour of a 
colour bar. In the narrow field of the mines, its advocates 
urge it on the grounds of health and safety, the basis of 
the original regulations of 1911. They point to the fact 
that, since the increased employment of non-Europeans 
in the higher grades, the accident rate has risen from 
2°59 per 1,000 in 1921 to 3°27 in 1923. This, however, is 
to ignore accidents due to “rock bursts” which have 
latterly become common owing to pressure on walls and 
pillars of rock in the lowest levels. ‘the real basis of the 
claim is much wider than that. Since February 1924 
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General Hertzog has spoken of a “ civilised labour ” policy 
as a convenient label to designate that kind of work which 
must be reserved for men civilised in Western European 
fashion. This type of civilisation is threatened by two 
classes of people in the Union. Indians, 70 per cent. of 
whom are South African born, outnumber the Europeans 
in Natal by 5,000 (141,000 to 136,000) and include 5,816 
of the 16,000 traders of the Transvaal. As Mr. Gandhi 
long ago admitted, differentiation between them and 
the Europeans is permissible provided it can be done 
without dishonour to his countrymen, since their level of 
subsistence is low and they do not mix readily with the 
general mass of the population. South Africans would also 
add that their code of commercial morals is more elastic 
than their own. The level of subsistence of the Bantu 
is also low and their wages low in proportion. Even were 
wages the same as for Europeans, large scale industry 
would tend to prefer labourers who can be kept in com- 
pounds, who are subject to criminal law for breach of 
contract and who require a smaller contribution from their 
employers under the Miners’ Phthisis Acts. The scales 
are thus weighted heavily against the white man ; but more 
is urged in favour of the colour bar. Low priced, docile 
labour is substituted for brains and machinery in the 
organisation of industry; the bulk of the labour of the 
country is done by those who have least to spend; the 
fact that the lower ranks are filled with blacks means that 
white lads cannot pass through them on their way to the 
higher grades. These, to be adequately staffed, have to 
rely on importation. Hence the Government’s policy, . 
already adopted by the Railways, of employing Europeans 
at three times the Kaffir wage with the deliberate intention 
of forming a foundation of unskilled white labour. Their 
hope is to build two pyramids, one “ civilised,” the other 
Bantu and Asiatic, on either side of the “ wall of parti- 
tion.” For, said General Hertzog, the two races must 
be complementary to one another and not competitive. 
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The Colour Bar Bill, at the risk of belying its name, 
abandoned the old principle that the line of division is 
to be colour by co-opting the mixed coloured folk as 
Europeans, a co-option which in the course of the debates 
was rightly extended to the Cape Malays, who are really 
coloured Moslems rather than East Indians, and to the 
Creoles of Mauritius. Ministers, at the same time, 
emphasised this new policy to a conference of coloured 
men in Cape Town. But if civilisation and competency 
were to be taken as the test in their case, it was hard to 
maintain colour as the ground of differentiation elsewhere. 
This is one fundamental weakness of the Bill. ‘The other 
is that it cannot be considered apart from the rest of the 
Government’s policy towards the Bantu. If natives are 
to be excluded as far as possible from competing in industry 
with Europeans, some alternative must be offered them. 
They are told to go back to the land and are promised 
help in developing their own arts and crafts in their own 
territories. It is a good enough policy but for two radical 
faults. It comes too suddenly. From the beginning 
Europeans have used all means in their power to induce 
the natives to work—that is, to work for them. The 
native has now learnt “the dignity of labour,” and at 
once a cry is raised that by some means or other he must 
be prevented from working. Secondly, the native lands 
are inadequate and likely to remain so. The situation is 
governed by the Land Act of 1913. That Act aimed at 
checking squatting on the farms and the acquisition of 
land by natives in European areas or by Europeans in 
native. But though native areas were admittedly inade- 
quate, more than one Commission failed to demarcate the 
promised additional areas. The Smuts Government with 
its long tenure of office shares the blame for this failure 
with the present Administration; but the fact that the 
Hertzog Government is introducing its colour bar policy 
before making provision for the displaced native else- 
where is its own responsibility. It is doing so in face of 
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the fact that the natives are daily becoming more group 
conscious, and that, under pressure of the Land Act, 
swarms of Bantu men, women and children are flocking 
to the towns, which are hard put to it to deal with them. 
We are within sight of the formation of a black proletariat 
living cheek by jowl with the “poor whites” in the 
slums. No better method for producing a rise in the 
tide of colour could be devised. 

If segregation industrially and, as far as may be, terri- 
torially is to be our policy, the way is clear though difficult. 
The natives must be given enlarged reserves, in spite of 
the protests of widely scattered European farmers who, in 
Natal and the Transvaal, recently wrecked the efforts of 
the Native Affairs Commission to find such land. The 
well-meant policy of General Hertzog to reserve Crown 
Lands in certain areas recommended for reservation in 
the reports of the Land Commissions for sale to natives is 
not enough. They cannot afford the price asked as a rule. 
Native lands must be secured absolutely to them and the 
complicated land laws simplified. There must be an end, 
too, of the financial pressure on the natives to come out 
and work. General Hertzog, in another connection, very 
properly rebuked those members of both parties, Dutch 
and English, who demanded that the natives be taxed out 
on to the farms; yet his own Government has unified 
native taxation throughout the Union. The backward 
North is somewhat relieved at the expense of the more 
advanced South ; but the net gain to Government is over 
£200,000. Again, South Africa is already a land where 
customs duties and exorbitant costs of distribution bear 
heavily on the consumer. Yet the new protective policy, 
which falls particularly heavily on native blankets, must 
have the effect of raising the cost of living in Native Ter- 
ritories and, therefore, of driving the inhabitants out to 
work. There seems to be a radical contradiction in the 
Pact policy. 

If the matter of the Colour Bar Bill was open to criticism, 
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so also was the method of carrying it. General Smuts 
took the lead in recommending that it be sent to a Select 
Committee before the second reading. It was in vain. 
After the lapse of six weeks from the first debate, the second 
reading was taken, but only after the Prime Minister had 
stated that, thereafter, it would go to a Select Committee. 


We appreciate (he said) the attitude that the hon. member 
for Standerton (General Smuts) has adopted. One cannot help 
feeling that the moral standpoint which he has taken up is sound. 

I feel to-day that while we cannot avoid the colour bar 
we can avoid administering it in conflict with the self-respect of 
the native. . . . I would like to see this Bill go to a Select 
Committee, and we shall deal with it quite apart from parties— 
simply to try to do what is best for the country, for white as well 
as for black. Neither I nor any of my colleagues are bound to any 
principles or fixed line in this matter. All that we want is that we 


shall come together and discuss the matter and see how we can 
solve it. 


This pronouncement was naturally taken to mean that 
the Select Committee would have great freedom of dis- 
cussion. Moreover, the Transkeian General Council, re- 
presenting a million of the most advanced natives in the 
Union, was correctly enough refused permission to be 
heard at the bar of the House, but was told that it could 
give evidence before the Select Committee (May 1). Mr. 
Beyers, Minister of Mines, as chairman of committee, 
however, ruled that the Committee could only discuss 
verbal changes in a Bill which had already passed its second 
reading. The same information was sent to the Trans- 
keian Council (May 18), which promptly replied that it 
was no use sending delegates to Cape Town for such a 
purpose (May 19). On the same day (May 19) a member 
of the Committee moved that evidence be taken on the 
areas, classes of persons and so on to be affected by the 
Bill, and was ruled out of order. An appeal was therefore 
lodged with Mr. Speaker, who ruled that “it is the duty 
of the Committee to investigate and report on the question 
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as to how and to what extent that principle (of the Bill) 
should be put into operation.” In spite of this powerful 
support for the protestant committee-man, the Pact 
majority of the Committee voted that no such far-reaching 
evidence be taken. Two of the three members of the 
Native Affairs Commission were consulted on the re-wording 
of the measure ; and when the third, Dr. Loram, hurrying 
back to Cape Town, tried to reopen the evidence on broader 
lines, he was repulsed. 

Mr. Beyers reported to the House that the Committee 
could not be expected to hear “ interminable evidence,” 
and on June 1g the third reading was carried (44 to 31). The 
Bill as amended is an improvement in that the feelings of 
the Bantu and Asiatic are spared as far as words can do 
it; for the line now taken is the positive one of naming 
those classes of persons—European, Cape Coloured and 
so on—to whom certificates of competency may be 
issued. But the principle of the Bill holds good. At the 
time of writing the Bill is in the hands of the Senate. 
The South African party have a majority in that House. 
It remains to be seen whether it can rally its weaker 


brethren to reject or profoundly modify the measure even 
at the risk of an ensuing appeal to the country. Such an 
appeal might end in defeat, but it would assure a much 
fuller discussion of the principle of the Bill and, above all, 
of its setting than has yet taken place. 


Notr.—Shortly after the above was written the Colour Bar Bill 
was sent up to the Senate. That body has now rejected it on 
a vote of 17 to 13. Much may happen before the time arrives 
when it may be re-submitted next session. 


South Africa. 
July 1925. 





NEW ZEALAND 


I. Mr. Massey 


N May Io, 1925, in the seventieth year of his age 

and in the thirteenth year of his office as Prime 
Minister of New Zealand, Mr. Massey passed to his long 
rest. During the previous year he had been ailing, but, 
notwithstanding his bodily weakness and despite his 
slender majority, Mr. Massey grappled with the difficult 
political situation and piloted his Government safely 
through a stormy session, comprising several contentious 
matters, and including a “stonewall” upon the Gaming 
Amendment Bill which lasted for a week. When the House 
rose, Mr. Massey was a tired and spent man, and he im- 
mediately went into retirement. His illness evoked the 
most widespread sympathy from all classes and parties : 
and this outpouring of feeling was a very striking mani- 
festation of the personal grip which Mr. Massey had upon 
the people of this Dominion. When he died there came, 
in a flood, expressions of sympathy and respect from all 
quarters of the Empire, and the people could not but feel 
that their grief was tinged with pride in the achievements 
of the dead statesman. The tributes from abroad, from 
His Majesty the King and from the Prime Ministers of 
the other Dominions of the Crown, brought home a deep 
sense of the extensive influence of Mr. Massey’s life, and 
further, of the widespread relationships of this small 
Dominion. The funeral was an occasion both of national 
sorrow and of national honour. Point Halswell, the most 
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prominent spot in Wellington Harbour, fronting the 
passage of all ships and in full view of the scene of his 
labours, is Mr. Massey’s last resting place, and his tomb 
will be an ever-present reminder to the people of a man 
whose life was devoted to duty and to the service of his 
fellow men. 

In estimating his place in our national life, it may be 
said that, in one sense, Mr. Massey was fortunate in 
occupying the position of First Citizen during the period 
when a definite sense of nationhood was achieved, and when 
the Country was first brought face to face with the fact 
that it had definite external obligations and responsibilities. 
A little more than two years after he took office, Mr. Massey 
was confronted with the problems created by the war. He 
was fortunate again in having among his colleagues Sir James 
Allen, who bore the chief burden of the war administration, 
and Sir Francis Bell, who is recognised as having been, for 
many years, one of Mr. Massey’s wisest counsellors. Mr. 
Massey himself held the simple and sufficient faith of 
loyalty to the Empire, but there is reason to think that the 
courage and energy which New Zealand displayed in the 
fight were due as much to these two able and devoted 
lieutenants as to Mr. Massey himself. It was after the 
war, in the absence of Sir James Allen in London, that Mr. 
Massey stood practically alone, save for the counsel and 
assistance afforded by Sir Francis Bell. Mr. Massey was 
an invaluable national asset. It was a more difficult period 
than the war period. The feeling of national unity had 
departed, and the capacity of the Country to pay its way 
was not merely in doubt, but in danger. During the dark 
days of 1921-22 Mr. Massey’s optimism, combined with 
the gospel of hard work and economy which he preached, 
had a tonic effect upon the people, an effect all the greater 
because of Mr. Massey’s reputation for soundness of view 
and integrity of character. He risked his re-election to 
office in 1922 by the policy of economy which he pursued, but 
the Country responded to his call, and of all the war Prime 
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Ministers of the Empire, Mr. Massey was the only one 
continuing in office at the time of his death. While he 
made mistakes, such, for example, as the remission of 
income tax to farmers—justified from his own point of 
view because, when imposing such taxation during the 
war period, he had promised its remission at the end—it 
can be said of him that during the very difficult period of 
reconstruction he did his duty ably and courageously, 
and the Country is everlastingly his debtor. 

It cannot be said of Mr. Massey that he had a com- 
prehensive grasp of international problems. He was ever 
ready to assert the control by the New Zealand Parliament 
over New Zealand’s external commitments: at the same 
time, he was ready to pledge New Zealand to do her duty 
to the Empire. It was the fear that he would allow this 
latter inclination to override the former which induced 
the Labour party, in 1923, prior to Mr. Massey’s departure 
for the Imperial Conference, and the Imperial Economix 
Conference of that year, to press for a discussion as to the 
extent to which the Dominion might be committed by 
the decisions of the Imperial Conference.* On July 5 he 
moved the following resolution, which was seconded by 
the Leader of the Opposition :—“ That the resolutions 
passed at the Imperial Conference are only obligatory on 
any Dominion if they are confirmed by the Parliament 
of that Dominion.” At the same time, he stated that 
he held fast “ to the constitutional procedure, that when 
the Empire goes to war, every part of the Empire should 
be at war also.” As Mr. Massey claimed that New Zea- 
land’s control over her affairs, both internal and external, 
was complete, it seems that this latter statement involves 
a confusion of thought and begs the question. If every 
Parliament of the Empire has complete control over its 
affairs, the Empire will never be at war, until all the 
Parliaments have separately approved the war. It may be 


* Tue Rounp Taste, No. 53, December 1923, p. 197. 
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said of Mr. Massey that the feeling of loyalty to the Mother 
Country was so strong in him, that if Great Britain had 
declared war in any part of the world, he would have 
informed Parliament that it was in duty bound to con- 
sider this Dominion to be at war also—and this attitude 
is typical of the general feeling and opinion in New Zealand 
on such a vital subject. 


II. Sir Francis Betyi’s Ministry 


ENDING the election by the Reform party, of its 

own leader, the Governor-General called upon Sir 
Francis Bell to form a Ministry. ‘The selection was appro- 
priate, as Sir Francis Bell had, on several occasions, during 
Mr. Massey’s absence abroad, and also during his illness, 
served as acting Prime Minister. 

Sir Francis Bell, the first native-born New Zealander to 
hold the office of Prime Minister, then entered on a Ministry 
which lasted 16 days. His Cabinet included only the 
members of Mr. Massey’s Cabinet, but the portfolios of 
Finance and of Stamp Duties, formerly held by Mr. Massey, 
were transferred to Mr. Nosworthy. 

The meeting of the Reform party for the election of a 
leader was called for Wednesday, May 27, 1925, and invita- 
tions to attend were sent to the three members who, 
though not Reformers, were pledged to vote with the 
Government on a motion of no confidence, and each of 
these members attended the meeting. Before the meeting, 
the claims of the rival candidates for the leadership of the 
party were actively canvassed in the Press. It was assumed 
generally that the new leader must be a member of the 
House of Representatives, although there was no con- 
stitutional necessity for such a course. As the New 
Zealand Herald of May 15 put it :— 


The Country has grown to expect that the holder of this highest 
office shall be a member of the popular Chamber, and the Country 
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is right. He should be in the place where the national purse is 
controlled and where the real originating power in legislation rests. 
. . . If Sir Francis Bell were confirmed in the position by the party, 
the inference would be that there was no man from its members in 
the Lower Chamber suitable for selection. This inference would 
be unjustified. 


From the public point of view it became clear at an early 
date that the selection lay between the Hon. J. G. Coates, 
the Minister for Railways and for Public Works, and the 
Hon. W. Downie Stewart, the Minister for Customs. 
Both had seen honourable service in the war, and the latter 
had been physically crippled by it. Indeed, Mr. Stewart 
was obliged, early in February last, to leave for New York 
in order to seek special treatment for his condition, and he 
has been absent from the Dominion since that date. Mr. 
Coates is essentially a man of action and a born adminis- 
trator. He was elected to Parliament in 1911, went away 
to the war as a captain and returned in 1919 with the rank 
of major and the distinction of the Military Cross and bar. 
Upon his return in 1919 he was given Ministerial rank. 
Without seeking to do so, Mr. Coates has impressed him- 
self upon the public by the energy and initiative with which 
he has overhauled the administration of the departments 
of Railways and of Public Works. For some time past 
the railways have felt the pinch of motor competition, and 
the Minister determined that the situation should be 
“ tackled” in a businesslike way. The railway accounts 
have been completely separated from the Consolidated 
Fund, and the Railway Department will now retain its own 
surpluses and meet its own deficits. The older officials 
have been retired and replaced by younger men. Passenger 
trains have been speeded up and freight services made more 
attractive. As Minister in charge of Public Works, Mr. 
Coates has set about improving the highways of the 
Dominion. He has been instrumental in creating a Main 
Highways Board, with the object of making throughout 
New Zealand main highways with permanent surfaces. In 
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this respect, as he himself remarked, he will be assisting 
the motor transport services, whose competition he has to 
meet as Minister of Railways, but, as he says, he will do 
his duty in both capacities. 

Mr. Downie Stewart is more given than his colleague 
to the study of economic and political questions, and is a 
man of wide and deep culture. He is joint author with the 
American professor, Le Rossignol, of State Socialism in 
New Zealand, which is a study of recognised authority upon 
New Zealand’s social experiments. He has administered 
the Customs Department with conspicuous success, and 
he is regarded as the only man in the Reform party—now 
that Mr. Massey has gone—who is capable of handling 
satisfactorily the most important portfolio of Finance. He 
is also a student of New Zealand’s external relationships, 
and is well acquainted with the problems connected there- 
with. It may be said generally that in debating power, in 
knowledge of the forms and procedure of the House, and 
in general intellectual capacity, Mr. Downie Stewart is 
without an equal in the House of Representatives. His 
absence from the Country no doubt diminished the strength 
of his claims, but before the meeting of the Reform party 
the view came to be widely held that it would not be fair 
to Mr. Downie Stewart, and to his chances of physical 
recovery, to burden him with the office of Prime Minister ; 
nor would it be fair to the Country if he had not the strength 
to fulfil his office. Moreover, Mr. Coates and Mr. Downie 
Stewart are friends, with complementary qualities, and it 
was known that either would wholeheartedly support the 
other as Prime Minister. By the time of the meeting, 
therefore, the accepted opinion was that Mr. Coates would 
be chosen to lead his party, and the event justified the 
prediction. ‘The official report stated that Mr. Coates was 
elected after a ballot* and that his election was subse- 


* It was reported in the Press that the other candidate was not Mr. Stewart, 
but the Hon. W. Nosworthy, the senior member of the Cabinet, but that his 
claims were not strongly pressed. See New Zealand Times of May 28, 1925. 
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quently unanimously confirmed. On the recommendation 
of Sir Francis Bell, Mr. Coates was sworn in as Prime 
Minister on May 30. The party had agreed that he should 
have a free hand in the formation of his Ministry, but he 
was content to reappoint the former Cabinet. 

The new Prime Minister does not profess to be more 
than he is. He is the type of man who “ gets things 
done.” He believes in business first and in politics second. 
He has given no evidence that he is interested in external 
affairs or in the ordinary machinery of Parliament. Never- 
theless, Mr. Coates has had a good “ Press,” and the 
opinion is widely held that a man of his energy and general 
ability stands also to make a success of his present office. 
Immediately after being sworn in as Prime Minister, on 
May 30, he issued a businesslike statement to the people. 
After stating that he “ did not profess to have taken any 
very active part in the political arena,” and after having 
emphasised the need of keeping the great departments of 
the State free from political influence, and of dealing with 
all questions affecting them upon a purely business basis, 
he proceeded as follows :— 


It may seem that I have unduly stressed the financial and adminis- 
trative aspect of government. My six years of Ministerial service, 
however, have convinced me that intensive application of the prin- 
ciples of sound finance to every function of the Government is ever 
essential in the public interest. It is from that solid foundation 
created that we can build the structure of our public services and 
enable the development of our country to proceed. Otherwise, our 
efforts and success from them must inevitably be jeopardised. On 
this sound basis we can reasonably hope for progressive reduction of 
taxation, and with it better public service and greater opportunity 
for the amelioration of social conditions. 

Only by judicious care and foresight in setting our financial 
foundations is it possible to devote the necessary attention to all our 
citizens. It is the Government’s aim to give all classes of the people 
an equal opportunity in life, by assisting the effort of each citizen in 
his or her natural vocation, and with a will on the part of all, the 
results we desire can be obtained. New Zealand occupies no 
isolated position. We are part of a great Empire in which the life 
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and conditions of all are very closely linked. Only by united work 
can our objective to improve those conditions be achieved, and I 
have no fear that the aid I seek to obtain from the people as a whole 
will be lacking. 


If one criticism of his statement may be offered it is 
this—that his attitude, although it suggests efficiency, does 
not savour of idealism. ‘Time only will show whether Mr. 
Coates can wear the mantle, not merely of an organiser, 
but of a real leader of the people. This much can, however, 
be said with confidence, that although he may lack the 
political instinct, his administration will be marked by 
strict honesty of purpose, and by a sincere desire to 
carry on the government of the country in an efficient 
and economical manner. 

Since the foregoing paragraphs were written, Mr. 
Coates, speaking at a civic reception at Auckland on 
June 17, made a pronouncement upon external affairs 
which is reported in the Dominion of June 18 as follows :— 


Referring to the security pact, Mr. Coates said that while New 
Zealand reserved the right to be consulted in matters of negotiation 
with European Powers, when New Zealand expressed its opinion 
it left it to the Imperial authorities to make what arrangements they 
thought best. New Zealand had already cabled to the Home 
Government to say that whatever arrangements Great Britain 
might make for the purpose of securing peace we were behind her to 
aman. The Homeland was our guard and protection, and it was 
essential that the Dominions should render her every assistance, 
particularly just now when Great Britain was suffering an industrial 
depression and struggling to regain her trade supremacy. The 
empty spaces of the Dominions must be filled with the overflow of 
Great Britain’s population. When they came here they would 
promote employment and trade between the two countries. The 
Homeland purchased nearly all our exports, and it was to her that 
our prosperity was due. ‘The Prime Minister made a strong plea to 
the community and individuals to purchase British goods. 

“My outlook, so far as the Empire is concerned,” concluded the 
Prime Minister, “ is that I stand for and will assist to protect the 
flag which grants liberty, freedom and justice to all who choose to 
come under it.” 
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III. Fuston or Parties 


HE political outlook is bound up with the question 
of the proposed fusion of the Reform and Liberal 
parties. 

With the removal of Mr. Massey’s strong personality 
from political life, opportunity knocks again, but it is 
impossible to say, at the time of writing, whether the doors 
will open and both parties mingle as one. The Prime 
Minister made an overture in the public statement which 
he issued upon his assumption of office, and the Liberal 
leader, Mr. Wilford, replied, inviting a discussion, and 
stating that he himself neither desired nor would accept 
office in any Government to be formed. A Conference of 
four members from each party met on June 18. The 
Liberals nominated, as members of the Conference, more 
outstanding members of their party than did the Reformers. 
Neither of the leaders was included. The report of the 
Conference is now in the hands of the leaders, but its 
contents have not been divulged. The general opinion is 
that the report is a preliminary one, and that there are 
serious obstacles to immediate fusion, relating chiefly to 
the selection of candidates at the general election which 
takes place this year, and to the appointments to the 
Cabinet ; but that these difficulties may be overcome. 
The Labour party is anxious to see a fusion of the other 
two parties, for the reason that it will become the official 
Opposition, and ultimately, with the swing of the political 
pendulum, have every chance of becoming the Government 
of the Country. 





New Zealand 


IV. Wueat Propuction AND Price ContTrROL 


HEAT, flour and bread prices have again been the 

storm centre of heated discussions between pro- 
ducers and consumers as to the benefits, or otherwise, of 
government interference and control. The story of this 
government adventure in control of production and prices, 
as told in the public accounts, reports and other papers 
presented to Parliament and in the public Press, may be 
briefly summarised as follows. 

Wheat is consumed in the form of flour, bread, bran 
and pollard, and the wheat supply of the Dominion is one 
of New Zealand’s most important political and economic 
problems ; important from the political aspect, because 
there is a general unanimity of opinion among all classes 
of the community in New Zealand that sufficient wheat 
should be grown to meet our requirements, as otherwise 
the bread supply of the people may be endangered by war, 
strikes or other circumstances interfering with importation ; 
important from the economic aspect, because of the necessity 
of providing the people’s bread at the lowest possible 
cost. There are three interests to be considered, viz., 
that of the wheat grower, the flour miller and the bread 
consumer ; and the problem itself may be stated thus: 
“‘ How can the people’s bread supply be safeguarded from 
interruption or interference by circumstances beyond the 
country’s control, while giving the necessary inducement 
and protection to farmers to grow wheat, and adopting 
measures to prevent the extinction of the flour-milling 
industry and yet keep down the cost of bread to the 
consumer ? ” 

The fertile plains of Canterbury and North Otago are 
eminently suitable for wheat growing ; crops of from 60 
to 70 bushels per acre are fairly common, while the average 
for the whole Dominion usually approximates from 28 
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to 30 bushels. Prior to 1895 wheat was an important 
item in the exports of the Dominion ; but, with the advent 
of the frozen meat trade, and the development of dairy 
farming, the agriculturist has gradually turned from wheat 
growing to the pastoral industries. In these he finds less 
trouble, expense and anxiety, while the returns are generally 
bigger and surer with a variety of commodities such as 
wool, mutton, tallow, hides and skins, butter and cheese ; 
he can depend on some, if not all of them, yielding him 
good returns. In wheat cultivation, which involves a 
much greater proportion of labour costs—so greatly in- 
creased in recent years—the risk of unfavourable weather 
causing crop failure, and the uncertain market prospects are 
much more serious, while wheat also imposes a much greater 
drain on the fertility of the soil. Consequently, for some 
years, New Zealand has not grown sufficient wheat for 
her own needs, and has had to import from Australia. 
In Australia wheat is a profitable crop for the farmer, 
even although the average yield in a good year over the 
whole Commonwealth is only 10 to 11 bushels per acre. 
In the case of a shortage of wheat the Dominion’s needs 
would ordinarily be met, by the importation not of wheat 
but of flour from Australia, resulting in very grave losses 
for the New Zealand millers. Australian grown wheat pro- 
duces more flour (46% bus. = 1 ton) and less offal (bran and 
pollard) than New Zealand grown wheat (48 bus. = I ton). 
In Australia there is a much greater proportionate demand 
for bran and pollard ; consequently, it is to the advantage 
of the Australian miller to export flour, even at a price 
below that prevailing in his home market, in order that he 
can produce greater quantities of wheat offal on which he 
can rely to make up his profit. The New Zealand millers 
are entirely dependent on the home market, and if we are 
to grow wheat there must be millers to make it into flour ; 
all flour imported means so much less wheat for them to 
grind ; the industry is over-capitalised and, it is generally 
recognised, could meet the Dominion’s needs with less 
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than half the full time capacity of the mills now in existence, 
many of which are small and work only a portion of the 
year. 

The Government was first drawn into the matter shortly 
after the outbreak of war in 1914. Owing to representations 
that the wheat yield for the 1914-15 season would fall far 
short of the Dominion’s requirements, the Government, 
after investigation, arranged for the importation in 1915 
of sufficient wheat from Australia and from Canada to 
meet the shortage. ‘The wheat so imported was sold to 
flour millers at a price intended to be barely sufficient to 
recoup the cost of importation, but it is now known that 
the transaction resulted in a loss to the Government. 
The public accounts for 1914-15 show the amount for 
purchase of wheat as {208,911 §s. §d., the amount received 
for the sale as £115,139 14s. Iod., and the loss as 
£93,771 los. 7d. The greater part of this loss, it is 
understood, was due to the fact that options over wheat 
futures secured in Canada were not exercised as the supply 
already obtained proved sufficient. The wheat market 
fell and the New Zealand Government had to meet the 
fall in price. 

The New Zealand Board of Trade was appointed in 
1916, and the wheat supply was one of the first matters 
investigated by it. On April 29 of that year the Board 
presented a report to the Government recommending 
that some measure of control be exercised, and Parliament 
passed legislation empowering the Board of Trade to 
protect the farmer and the miller against low priced impor- 
tations. On October 26, 1916, the price of wheat was 
4s. Iod. to $s. 2d. per bushel, and flour f12 per ton. 
On October 31 a strike occurred in Australia, threatening 
to disorganise shipping, and prices rose to 6s. 3d. and 
6s. 6d. per bushel for wheat and £15 per ton for flour. 
The statistics of stocks on hand in November indicated 
that there would be a shortage, and the necessity for some 
interference to prevent speculative advances in prices 
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was apparent. The Government, therefore, decided to 
introduce a scheme of control to stabilise prices and 
encourage local production of wheat. A conference 
between the Government and the growers was held in 
Christchurch on December 14, at which resolutions were 
adopted, asking the Government (1) to fix the maximum 
price of wheat for the period of the war and the season 
after, and (2) to arrange that all wheat and flour should be 
handled at reasonable rates by merchants, millers and 
bakers. On December 20, 1916, a conference between the 
Board of Trade and representatives of the flour millers 
agreed to Government regulation of the prices of wheat, 
flour, pollard and bran; the prices to be fixed in relation 
to the price of wheat. 

After considerable difficulty the price of the first crop 
taken over by the Government was fixed at from §s. 7d. 
to $s. 11d. per bushel, according to variety and time of 
delivery, and a guarantee was given to the grower for the 
following season’s crop at $s. 10d. The price of flour was 
fixed at {15 per ton, bran at £4 per ton, and pollard at 
£6 per ton. The regulations specified the form of all 
wheat contracts and the prices and regulations came into 
force on April 1, 1917. On May 2, 1917, one million 
bushels of Australian wheat were purchased at §s. 6d. 
a bushel, f.o.b., and sold to millers at such a price as would 
enable them to conform to the fixed prices for flour, etc. 
This transaction resulted in a loss to the Government of 
1°39d. per bushel, or a total of £6,689 17s. 5d. 

Following on the guarantee given to growers for the 
following season’s crop (1917-18), stringent regulations 
were made on September 10 and December 22, 1917. 
Private dealings in wheat were forbidden ; definitions of 
good milling wheat and inferior wheat were laid down ; 
arrangements were made for the Government purchase of 
the whole crop and for the distribution and re-sale thereof 
to the millers. The work of purchase and re-sale was 
entrusted to (1) the wheat controller (the Chairman of 
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the Board of Trade) and his staff ; (2) the Government 
licensed brokers and (3) the Wheat Trade Advisory 
Committee, consisting of representatives of the wheat 
growers, the flour millers and the Government brokers, 
to confer with the wheat controller as required. 

The brokers were bound to buy only good milling wheat 
at Government prices and on conditions imposed by 
regulations, and to sell only to persons possessing wheat 
purchase warrants issued by the wheat controller, who 
allocated to each flour miller his quantity. The miller 
paid 14d. per bushel in advance of the rate at which the 
farmer sold. Definite districts were allocated to brokers 
and their commissions fixed at $d. per bushel for purchase 
and $d. per bushel for sale ; no commission was allowed 
brokers on the sale of seed wheat. 

The system of guarantee and control with an embargo 
on the importation of wheat and flour, imposed on 
December 22, 1917, was continued for the seasons 1917-18 
to 1922-23 inclusive. During this period circumstances 
forced the Government to agree to higher and higher 
prices for wheat, and in order to keep down the price of 
flour and bread, subsidies (per ton of flour) were paid to 
millers ; {2 17s. 6d. in 1920; {£4 Ios. in 1921; {1 Ios. in 
1922; and {2 7s. 6d. from October, 1922, until February, 
1923. ‘The price of the 4 lb. loaf in the North Island— 
almost consistently 1d. dearer than in the South Island— 
was as follows :—1918, Iod.; 1919, I1d.; 1920, Is. ; 
1921, Is. 2d.; 1922, Is. Id.; 1923, Is. ; and in 1925 it is 
Is. 2d. and Is. Id. 

No fewer than four million bushels were imported from 
Australia in 1917-18; but in 1922-23, owing to the 
depressed market for other pastoral farm products, the 
wheat harvest was a particularly large one (over 10% 
million bushels), yielding a surplus which had to be exported 
on Government account. Anticipating a loss on this 
surplus and to cover the cost of administration and broker- 
age charges, the price to local millers for the season was 
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loaded to the extent of gd. per bushel ; the loss on export, 
however, proved less than was anticipated. Although 
losses were made on the earlier importations, the wheat 
transactions during the control period yielded profits and 
helped to pay the flour subsidies, which for the four years 
1920-23, it is estimated, amounted to over a million pounds 
sterling. 

Opinion as to the Government action in the Dominion 
is divided, one section maintaining that, in the national 
crises into which the Country was plunged by the war, 
and the consequent drastic dislocation of all shipping 
arrangements, the Government’s action in protecting and 
ensuring the people’s bread supply, and in keeping the 
price so low to the consumer, was deserving of all com- 
mendation ; another section is equally insistent that the 
supply would have been found and maintained, and that 
the price to the consumer would have been even lower 
had the Government not interfered. Both sections are 
agreed, however, that never before did the flour millers 
reap such satisfactory business, free from harassing com- 
petition and speculative market operations ; the outcome 
of the experience being the combination in 1922, under the 
direction of the gentleman who had formerly held the 
position of Government wheat controller, of the principal 
flour mills (with a few exceptions) in the form of a corpora- 
tion called ‘‘ Distributors Limited,” to continue, free 
from Government supervision, the stability of the control 
period and to eliminate cut-throat competition. Action 
was taken at the end of 1924 by the Government against 
Distributors Limited and a number of flour millers to 
recover penalties for having, “in breach of section 5 of the 
Commercial Trusts Act, 1910,” conspired together to 
monopolise the supply of flour, bran and pollard, and to 
control the supply and price of flour, bran and pollard, 
such monopoly and control being of such a nature as to be 
contrary to the public interest. The case was dismissed 
on the grounds that the agreement between the millers 
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and the company was not within the Act, and that the 
monopoly and control was not “ contrary to public interest.” 
The case is reported in 1925 New Zealand Law Reports, 
page 258, and is interesting as illustrating the attempt 
made to prevent monopolies here. 

The flour subsidies ceased after February 28, 1923, and 
it was determined that Government control of wheat and 
‘of the prices of wheat products should also cease. The 
Government found, however, that it is much easier to 
enter the field of control than to withdraw from it. Owing 
to the low level to which wheat prices had fallen in the 
world’s markets for the following season 1923-24, the 
prospects of the New Zealand growers were so unsatis- 
factory that the Government found it impossible to with- 
draw entirely from the position of control. Beyond con- 
tinuing the embargo on importation, however, and insisting 
that there must be no increase in the price of bread, the 
Government no longer handled the wheat or fixed prices 
by regulation. Growers and millers conferred, and by 
agreement determined the prices to operate for wheat, 
flour, bran and pollard. 

In February, 1924, a similar agreement was made between 
growers and millers; the import prohibition was con- 
tinued for a further twelve months; the Government 
stating that in February, 1925, it proposed to make the 
market quite free and open, and also to remove the 
embargo. 

February, 1925, has, however, come and gone, and the 
embargo is still with us. There has been a repetition of 
the agitation for protection by growers and millers; a 
fresh agreement has been made as to the prices for this 
season’s harvest, while the Government continues the 
embargo for another twelve months. Whether or not the 
Government can then withdraw the embargo and leave 
the market free and open is a very doubtful question. 
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V. Nationat Finance 


HE Consolidated Fund accounts for the financial 

year which ended on March 31, 1925, have been 
made available. Notwithstanding a substantial increase 
in the expenditure of {1,251,195 over the previous year, 
1923-24, and the concessions granted in the land tax and 
income tax, there is again a surplus of a little over 
£1,243,000. 

With the single exception of the financial year 1921-22 
(the slump year) New Zealand has had for the past 38 
years, since 1888, an unbroken series of surpluses. The 
net aggregated surpluses over this period amounted to 
a little over £37,000,000—84 per cent. of the aggregate 
revenue for the whole period. ‘These surpluses have been 
used for Discharged Soldiers’ Settlement fund, for debt 
reduction, and in the Public Works fund for opening up 
the country for settlement, roads, etc., while a Security 
Reserve fund has been built up in London of two millions, 
and an investment fund is also held of approximately 
23 millions. 

The increase in the expenditure over the previous year 
is chiefly accounted for by an expansion of the trading 
departments (Railway Department £483,444 and Post 
and Telegraph £295,484), and a growth in the debt charges, 
which is inevitable in a country which must still borrow 
for development purposes. The debt and pension charges 
together increased by £311,000, while £172,763 more 
was spent on education and £36,967 more on health. 

The increase in the revenue of {£682,630 over the pre- 
vious year is mainly accounted for by the increased returns 
from the Railway Department (£150,637) ; the Post and 
Telegraph Department (£25,642); Customs (£331,173) ; 
Excise (£18,290). Decreases on the previous year’s 
figures are shown in the returns from land tax (£91,213), 
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income tax (£395,481), and death and stamp duties 
(£103,450). 

The decreases in the land tax and income tax are due 
to taxation concessions. A reduction of § per cent. was 
made off land tax with an increased mortgage exemption, 
and the previous reduction of 20 per cent. allowed off 
income tax was increased to 333 per cent. ‘These con- 
cessions were granted after the presentation of the Budget 
estimates, and when allowance is made for them the yield 
from both taxes exceeds the estimate. 

The Dominion, the Government organ in Wellington, 
in its editorial on May 29, 1925, advocating the need for 
caution and careful watching of the trade balance, and 
commenting upon the encouraging buoyancy of the direct 
taxes which might justify further reductions in this class 
of taxation, said that little scope is now left for economies 
on any considerable scale, and that further improvements 
in the financial position must depend upon an enterprising 
policy of progress and development to increase the volume 
of production rather than upon mere pruning and saving. 


New Zealand. June 22, 1925. 
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